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ABSTRACT 
The work, Development of Downstream Oil Industries 
in Kuwait (1975-85), makes a modest attempt to deal 
with the subject indicated above in an objective 
manner. The downstream oil operation includes in its 
canvass the oil refineries, petrochemical industry and 
the transportation of petroleum and its products 
through pipelines and vessels. Though, the discovery of 
hydrocarbon resources in 1938 destined Kuwait with huge 
oil revenues through the transformation of economy but 
the unscrupulous exploitation by the concessionaires of 
oil and associated natural gas reserves untill the end 
of 1970s caused a decline in their reserve to 
production ratios which consequently indicated the 
shrinkage of their life span. Kuwait was coincidentally 
lacking infrastructural facilities and the resources 
other then oil and gas as explored by the world bank. 
It co-existed with huge influx of oil revenues ensued 
from the increasing crude oil production. However, the 
oil revenues to the Kuwaiti governament, despite a 
continual upsurge in oil production, increased at low 
pace. Thus, the sectoral and factoral imbalances 
emerged in the economy as a result of its low 
absorptive capacity. At this juncture, the Rovernment 
of Kuwait chalked out a development plan emphasizing 
the diversification of the resources of national income 
in order to build up a self sustainable economy and 
make optimum use of human and natural resources of the 
country. The ob.iective of the previous plan could not 
meet the ultimate goals though enormous amount of 
surplus funds (idle money) was invested on various 
development projects. It led the government to adopt a 
strict oil conservation policy in 1972 whereby a lower 
limit on domestic oil production was set and caused a 
continuous decline thenceforth. The policy aimed at 
the optimum utilization of a depleting indigenous 
hydrocarbon resources and the massive oil revenues. It 
also helped avoiding over consumption and spending so 
that an alternative industrial base could be set up in 
order to acheive a sustainable economic growth. 
The year 1975 marked an epoch in the history of 
Kuwaiti oil industry as it was fully taken over and 
nationalized by the government itself. Therefore, the 
power of decision making pertaining to the 
determination of the levels of production, prices and 
distribution of petroleum shifted from oil ma.iors to 
the host government. After having completely taken over 
the operations of oil industry, the Kuwaiti government 
strongly emphasized the industrialization and the 
prompt actions were taken through development plans. 
Higher priority was, however, given to the capital 
intensive and export oriented industries. Hence the 
aftermath exposed the expansion and renovation of pre-
established downstream oil industries that encouraged 
the utilization of NGL and LPG. This way, the 
government through its plans embarked upon the 
development of infrastrvactural facilities so that the 
absorptive and productive capacity of the country could 
be enhanced. Therefore, the government policy in this 
regard seems to have opted for a rational choice to 
achieve its goal since downstream operations are highly 
capital intensive, cost advantageous, directly or 
indirectly .lob oriented, and as viable economic 
alternatives. Above all, the downstream oil industries 
add the value of hydrocrabon resources through refining 
and processing and bring economies of scale and 
consequently the profits as well. 
In the pre-nationalization era, no development 
plan could bring much fruits to the oil industry. But 
in the third five year plan which commenced in 1976-77 
the government of Kuwait geared its policy towards 
broadening and diversification of productive base and, 
thus, could raise the standard of living of its people. 
The Reserve Fund for Future Generation fRFFG) which was 
constituted in 1976 attracts 10% of national income per 
annum for investment purposes. This policy gives an 
impetus for earning more profits throgh the best use of 
indigenous hydrocarbon resources. 
Therefore, the oil industry, since its 
nationalization, witnessed many propitious structutral 
changes through the development of refining and 
petrochemical industries as well as the petroelum 
transportation services. The capacity of Kuwait's 
refineries expanded from 609,000 in 1975 to 720,000 
barrels per day in 1987 whereas the domestic 
consumption of refined oil products increased from 
21.9, thousand to 88.4 thousand barrels per day. But 
most of the refined oil produced domestically was 
expanded and it rose from 140.5 thousand to 510 
thousand barrels per day during the same period. This 
has not only encouraged the production of refined oil 
and petrochemical products, but also engaged whole of 
the petroleum transportation services. It led to 
opening up of an expanding stream of oil revenues into 
the country. 
The emphatic governament policy cherished the 
plans of establishment of industrial base through the 
diversification of indigenous hydrocarbon and financial 
resources. The flourishing domestoic oil industries in 
Kuwait mirror the degree of success achieved by the 
government through its policy aimed at the conservation 
and value addition of oil and associated natural gas. 
The government has made serious efforts in this 
regard. Its perseverance accomplished with building 
blocks of the non-oil sector of the courtry which is 
rapidly becoming an alternative viable economic base. 
The government's development expenditure, mainly on 
the expansion and renovation of pre-established 
downstream oil installations during 1972-85 manifests 
its efforts in regard with the optimum utilization of 
vast and depleting hydrocarbon resources of the 
country. This way, much of the volume of crude oil and 
natural gas were undertaken for refining and processing 
so that their value could be enhanced in order to sell 
them as final products for earning maximum profits. 
The policy has encouraged the domestic petroleum 
transportation services though the modes of transport 
are insufficient to carry over the whole volume of 
indigenous petroleum and its products. The total length 
and the number of vessels have, however, increased to 
about 500 kms and 30 resepctively ensuing their 
expansion and modernization particularly since the 
nationalization of oil industry. 
Hence the present state of the Kuwaiti economy 
appears to be an outcome of the well-managed and 
controlled explorations and exploitation of the 
indigenous hydrocarbon resources and their optimum 
utilization by the government in a most scrupulous 
manner. The efforts of Kuwaiti government made in this 
direction by initiating the resource-based 
industrialization seem to have come to fruition as are 
reflected from a wide ranging industrial sphere of the 
domestic as well as external economies of the country. 
It has not merely reduced the country's entire 
dependence on its hydrocarbon sector to a diminutive 
size but also Riven an impetus to the development of 
non-oil sector that witnessed a growth of about 177 per 
cent in its contribution to GDP during the period under 
review. This way, the progress of non-oil sector much 
depends on the development of hydrocarbon sector which 
still dominates the economic scene. 
It is the oil sector only which boosted up the 
country's GDP to grow by about 50 per cent from KD 
3484.62 million to in 1975 to KD 5571.40 million in 
1988 since its contribution in aggregate export of the 
country has been ranging between 80 and 94 per cent 
over the same span of time. But the revenues shot up 
not only due to oil price rocketing between 1972-73 and 
1981-82, but more on account of the government policy 
aimed at the diversification of the indigenous 
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resources through the downstream operations within and 
outside the country and sales of refined products 
instead of crude oil. Therefore, the progress achieved 
by the downstream oil industry not only accomplished 
the government's plans but helped in the process of 
overall socio-economic development of the country. 
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INTRODUCTION 
1•1 ~ Kuwait and Its Economic Significance 
Kuwait, placed at the head of the Arabian Gulf 
close to the Shatt-el-Arab occupying siginificant 
geographical location, is a small Arab State of an area 
of about 17,818 sq.Km. ( including 2,590 sq. Km. of 
Partitioned or Neutral Zone ). of mostly desert . It 
falls between the latitudes 28 and 30 N and between 
the longitudes 4 6 and 48° W. To the north and west, 
Kuwait shares a border of 240 km. (149 miles) with the 
Republic of Iraq, and to the south and south-west it 
neighbours with the Kingdom of Sautii Arabia along a 
border of 255 km. (155 miles). To the east it has a 
coastline of 290 km. along the Arabian Gulf and 
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occupies a few natural harbours . In addition, a number 
of islands in the Gulf extend the Kuwait's area of 
territorial waters to about 2,200 sq. miles. Of these, 
1. Economic Intelligence Unit (EIU); Country Profile: 
Kuwait-1988-89, London, p.2. 
2. The Ministry of Information,Kuwait;Facts & Figures, 
1984, p.15. 
Bubiyan, Failakha, Warba, Umm AJ-Maradim, Uniin An-Namil , 
Kubbar, Miskan and Qaru are worth mentioning. Failakha 
is most populated and beautiful while Bubiyan is 
3 
largest but uninhabited . The climate and terrain are 
extreme and inhospitable. The country faces dry 
climate, relatively cold winters with low rainfall and 
the frequent sandstorms . Although, the evidences of 
human settlement in Kuwait are hardly traceable but the 
archaeological survey and the excavation carried out in 
its Failakha Island in 1937 unearthed that it were the 
Greeks who had created the history of establishment 
5 
between around 400 and 100 B.C. . But the early period 
of Islam is ascribed to A.D.633 with the victory of 
muslim General Khalid Ibn*l Waleed over Arab hostile 
V 
c 
to Islam and the Sasanian dynasty . However, the 
3. Ibid, p. 18. 
4. Ibid, p.17. 
5. Lockhart, Laurence; "Outline of the history of 
Kuwa.it" , Journal of Royal Central Asian Society, 
Vol.xxxiv, Nos.3-4, July-October 1947, p.262. 
6. Ibid, p.263. 
history of itiodci-n Kuwait dates back to AD 1716 with the 
migration of. a confederation of Anaiza tribe from 
north-central Arabia to the south coast of Kuwait Bay, 
predominantly called 'Ras al-Ajuza' (the cape of old 
woman). The present dynasty is descended from these 
7 
settlers of Anaiza tribe . The record of the history 
unfolds that British had opened their relations with 
Kuwait in 1775 and the British desert mail from the 
Persian Gulf to Aleppo had been first despatched from 
o 
Kuwait, the arrangement that continued until 1779 . Its 
strategic importance was felt much acutely when Basra 
was first hit by plague and then captured by Persians 
in 1776. These twin events led to an exodus of people 
and the short lived transfer of the office of British 
East India Company gave an impetus to the development 
of Kuwait^. 
7. i M d . p. 203. 
8. Dickson, H.R.P..Kuwait and Her Neighbours. George 
Allen and Unwin, London, 1911, pp.115-16. 
9. Shaw, Ralph; Kuwait. Ministry of Information, 
Kuwait, 1976, p.13. 
The geograpliical location of Kuwait made it a 
place of importance of the Arabian Peninsula and led it 
to be a significant trade centre for the desert 
caravans carrying various goods, traversing this 
region, to Europe through Aleppo. The region 
particularly t,he head of Arabian Gulf wna considered to 
be the key to the world. Therefore, this led to the 
prevalence of a famous saying "Who wouJd hold the key 
would rule the world". Hence the location of Kuwait 
gave it a strategic and economic significance as it 
turned out to be a focus of the attention of big powers 
of that time and, thus, later a bone of contention 
amongst them. The relations of Kuwait with Britain 
became stronger when both signed a treaty on January 
23, 1899 whereby Great Britain assumed the 
responsibility of Kuwait's diffense and foreign 
affairs. In return, the ruler of Kuwait pledged himself 
not to grant any concessions or cede his territory to 
anyone without British approval. This agreement was 
updated in 1913 . This resulted in making Kuwait a 
British Protectorate and a Political Agent was first 
appointed in 1904 . Before the emergence of oil 
prospects, the entire region of West Asi,a 
geographically, strategically and economically was of 
immence importance mainly to the Ottomans, Germans, 
British and Russians but, the discovery of oil made it 
12 
tremendously significant . The discovery of oil in 
Persia (Iran) in 1908 streamlined the prospects in the 
entire region and the subsequent explorations in Kuwait 
and other states made the entire region of more 
13 
economic, political and strategic importance 
The relaLiona between Kuwait and British had 
already set out which resulted in their associations 
but, the prospects of hydrocarbon resources in the 
10. Lenckzowski, George; The Middle East in the World 
Affairs. Cornell University, New York,1980, p.661. 
11• Qp.Cit.. Shaw, Ralph, p.17. 
12. Al-Sabah, Y.S.F., The Oil Economy of Kuwait. Kegan 
Paul, London, 1980, p.2. 
13. Shwadran, Benjamin; The Middle East. Oil and the 
Great Powers. Israel University, Jerussalem, 1973, 
p.17. 
region in the early part of this century helped them to 
be interdependent. The long drawn negotiations between 
the Emirs of Kuwait and the British Political Agents 
culminated in oil concession agreement which was signed 
between H.E. Sheikh Sir Ahmad and the representatives 
of Anglo-Persion Oil Company (British Petroleum) and 
Gulf Oil Corporation (American Company) through a joint 
venture Kuwait Oil Company (KOC) on December 1934 
The first upstream of oil was witnessed in the Burgan 
region of Kuwait on February 24, 1938 which proved to 
15 be a boon for this small state . But the production 
of oil had to be halted for some time due to the 
outbreak of World-War II. Early in 1946 the ruler of 
Kuwait turned the silver valve wheel to start oil 
gushing into the bowels of the tankers and the first 
fruits of Kuwait's oil fields began to flow into the 
14. Chisholm, A.H.T., The First Kiiwnit Oil Concession 
Agreement :A Record of Negotiation, 1911-1934, 
Frank Cass, London, 1975, p.242. 
15. Ibid, p.250. 
1 fi 
commercial and industrial ariories of t.ho world . The 
huge oil revenues have brought about tremendous upsurge 
in the economy and opened up innumerable avenues for 
economic development and absorption of manpower in, 
more productive socio-economic activities. 
The demographic picture of Kuwait of its pre oil 
era is scanty due to the unavailability of statistics. 
Figures mentioned in this regard are mainly derived 
from personal estimates of European travellers and/or 
British Political Agents in Kuwait. According to such 
estimates, the population of Kuwait in 1831 was only 
4000 which little over a century increased to 120,000 
17 
in 1947 . There had never been a census conducted in 
Kuwait in the first half of this century. But the 
first census was conducted in 1957 which revealed that 
the population increased sharply as it was estimated at 
16. Al-Marayati,Abid A^.The Middle KasttTts Governments 
and Politics. Duxbury, California, (USA), 1972, 
p.275. 
17. Qp.Cit.. Al-Sabah, p.25. 
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206473 of which 45 per cent were non-Kuwaitis . Though 
the size of population expanded rapidly due to the 
upsurge in oil revenues which consequently opened up 
new channels of absorption of foreign workforce but, 
the number of natives declined from 50.4 per cent in 
1961 to 47.1 per cent in 1965. The real picture of 
total active manpower of the country is exhibited in 
the table - 1.1 which illustrates the shares held by 
the Kuwaitis and expatriates. It also reveals the 
distribution of active workforce among varjLous 
productive sectors of the economy. It is discernible 
from the table that the number of native active workers 
increased by 25.4 per cent from .59634 in 1970 and 
further by 29.4 per cent to 87971 in 1975. It was the 
outcome of Kuwait's policy to encourage its indigenous 
manpower by providing many facilities including 
training. However, the total active manpower of Kuwait 
increased tremendously by 186 per cent in 1985 over 
its size of 1970 but, the si'/.o of indigenous 
18. Alessa, Shamlany; The Manpower Problem of Kuwait. 
Kegan Paul, London, 1981, p.13. 
Table - 1.1 
ACTIVE MANPOWER OF KUWAIT BY NATIONALITY 
ITS DISTRIBUTION AMONG VARIOUS SECTORS 
Sectors 1 
Mining & I 
Quarrying I 
Construction [ 
Manufacturing | 
Wholesale and ! 
Retail Trades ! 
Transport,Storg! 
and Communlcatnl 
Social Services! 
Electricity,Gas! 
and Water 1 
Financial ! 
Institution 1 
Agriculture and! 
Fisheries ! 
Kuwaitis 1 
Non-Kuwa1tl8 j 
Total ! 
1970 
7171 
33672 
32091 
29283 
12138 
102965 
7252 
4901 
4060 
59634 
174720 
234354 
I % In 1 
i Total! 
i 3.10 1 
!14.40 ! 
113.70 ! 
112.50 ! 
I 5.10 1 
144.20 1 
1 3.10 1 
1 2.10 1 
1 1.70 1 
126.40 ! 
176.60 1 
1100.001 
1975 
4859 
32256 
24467 
39559 
15685 
160279 
7271 
6523 
7514 
87971 
211444 
298415 
1 % In 
I Total 
1 1.60 
110.80 
1 8.20 
113.30 
1 5.30 
153.70 
1 2.40 
1 2.20 
1 2.50 
129.40 
170.60 
1100.00 
1 1980 
1 
6659 
97099 
41260 
58417 
30153 
220453 
8186 
12686 
9150 
107760 
383749 
491509 
1 X 1n 1 
1 Total! 
1.40 1 
20.10 1 
8.50 1 
12.10 1 
6.20 1 
45.50 1 
1.70 1 
2.60 1 
1.90 1 
21.90 1 
78.10 1 
100.001 
1985 
7033 
122694 
51089 
759,31 
37205 
326729 
7466 
20347 
12632 
126440 
543976 
670385 
1 X In 1 
1 Total! 
1 1.10 1 
118.60 1 
1 7.70 1 
111.50 1 
1 5.60 1 
149.40 1 
1 1.10 1 
1 3.10 1 
1 1.90 1 
118.80 ; 
!81.20 1 
1100.00! 
Source : Central Statistical Office, Ministry of Planning of Kuwait : 
Annual Statistical Abstract, Edition xx1i1, 1986, pp-127-30. 
Figure 11 
Active ManpowBT of Kuweit tiy Nationality 
Vbluo in % Term 
1970 1076 1980 
Year 
• I KuwQitIs E ^ Non-Kuwaltis 
1986 
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labourforco expanded by only 112 pnr cent: during the 
same period. The share of Kuwaitis in the total 
manpower declined from 29.4 per cent in 1975 to 21.9 
per cent in 1980 and only 18.8 per cent in 1985. The 
shortage of manpower not only in Kuwait but in the 
entire Gulf region has ever been aggravated since rapid 
development and colossal construction began at an 
accelerated pace after the upstream of oil and 
consequential influx of huge oil revenues. The oil 
sector which contributed a larger part of 65.7 per cent 
to GDP in 1971, 79.3 per cent in 1974 and more than 50 
per cent in 1985 enabled Kuwait to hire foreign 
manpower in order to meet its growing requirements on 
all fronts. Mining and quarrying which employed 
slightly over 3 per cent of total workforce in 1970, 
has witnessed a decline and was recorded to only 1.4 
per cent in 1985. Although, this secf.or does not employ 
a larger share of manpower but it indirectly provides 
opportunities of absorption in the ot.licr sectors of the 
economy. The construction, manufacturing, wholesale and 
11 
retail trades and transportation and storage sectors 
are the major absorbants of workforce. However, Kuwait 
through its five year plan 1985/86 to 1989/90 has aimed 
at raising the domestic contribution to the total 
labourforce from 22.6 per cent in 1984/85 to about 23.7 
per cent in 1989/90. To achieve this, the plan 
focuased on raising Llie female p/irt icipation in 
economic activities and on the educational and training 
19 
systems . The table-1.1 and the figures 1.1 {a,b,c,d) 
give us the clear picture of the contribution of active 
manpower in various sectors of the economy. The 
Kuwaiti economy within a span of five decades has 
transformed from traditional modes of economic 
activities to the modern ones. Its dependence rests 
largely on the abundant hydrocarbon resources, 
particularly crude oil and associated natural gas of 
the country. The proven crude oil reserves of Kuwait 
were estimated at 94.53 billion barrels in 1988 which 
accounted 9.5 per cent of the total world oil reserves 
19. Central Bank of Kuwait; Economic Report: 1980-84 
p.19. 
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which stand at 991.5 billion barrels . At the present 
rate of the crvide oil production of 1.39 million 
barrels per day,Kuwait's reserves can last for about 185 
years which is the longest life span of any country's 
21 
reserves . Kuwait's natural gas resei-ves are estimated 
at 35 trillion cubic feet (about one per cent of world 
reserves) but are mainly in the form of associated 
22 
gas . The hydrocarbon sector is the backbone of the 
Kuwaiti economy as it contributes about 38 per cent to 
GDP and 86.6 per cent to the total value of country's 
exports. The structure of international trade explains 
the major developments in Kuwait's trnde and financial 
relationship with the outer world. The short lived 
stability in oil prices is reflected from the growth of 
Kuwait's petroleum exports. It helps in balancing the 
trade in favour of the country. The merchandise trade 
balance shows tluit the balance of t rnde recorded a 
20. OPEC; Annual Report, 1988, p.14. 
21. Ibid, p.19. 
22. Qp.Cit.. ElU (1988-89),p.n. 
1'+ 
surplus of KD 532 million in 1988^^. The value of total 
exports of Kuwaiti origin accounts 35.5.. per cent to 
GDP whereas the total import of the country have a 
chunk of 26.4 per cent of GDP. Tt» i s reflects the 
country's future prospects to expand its economy by 
absorbing surplus funds. The distribution of GDP 
between the oil and non-oil sectors reveals that the 
non-oil sector, which also includes fertilizers and 
chemicals, contributed less than 50 per cent to GDP 
untill 1985 baring the years 1982-83. But its share 
since then surpassed the oil sector's contribution as 
is exhibited in the table. It shows a shifting in the 
dependence of the economy that had begun to move from 
oil sector to non-oil sector. However, the hydrocarbon 
sector is still the key determinant of the levels of 
development of other sectors of the economy. The rate 
of fluctuations in the contribution of hydrocarbon 
sector to GDP influences the progress of the economy as 
a whole. The Kuwaiti economy is considered to be a 
23. Central Dank of Kuwait; Economic Report-1988, p.76. 
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stable one with regard to its vast hydrocarbon 
resources and surplus funds which can pull ahead the 
country affluently for a long period. The affluence of 
the country can also be measured in terms of its GNP 
per capita income which was estimated at $ 13,890 in 
24 
1986 . This put, Kuwait among the toi> 6 nations of the 
world. 
Kuwait, due to its important strategic location in 
the Gulf has made its place in the regional and 
international spheres as well. I.L has tlie pi-iviledge of 
being one of the five founding members of OPEC which 
was formed in September, 1960. Though it does not 
directly influence the world oil market but has some 
leverage in the determination of the levels of 
production, prices and the distribution of oil. Through 
OPEC, Kuwait plays an influential role in balancing the 
world oil supply and demand. It was Lho first country 
to adopt strict oil conservation policy and achieve 100 
24. The World Bank; World Development Report, Oxford 
University Press, 1988, p.223. 
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per cent participation in the operations of oil 
Companies. Its vast oil reserves have put Kuwait in the 
list of top oil producing and exporting nations which 
scintillates its future prospects and prolongs the 
dependence on its hydrocarbon resources. 
Kuwait became an independent state on the 
termination of the treaty of 1899 on June 19, 1961 
and began to enjoy in a fashion of free economy. 
Therefrom the Slieikli of Kuwait took th»e new title of 
"Emir" and the state was admitted as a new member of 
League of Arab Nations. The country is being since then 
ruled by the constitutional monarchy which is 
hereditarily descending in Kuwait with an 
alternatively take over as Emir from one of the two 
25 lines of Al-Sabah family . Saudi Arabia, Kuwait and 
Libya on January 3, 1968 founded the Organization of 
Arab Petroleum Exporting Countries (OAPEC) in 
retaliation of not having equal participation and 
legitimacy with the Majors in the determination of oil 
25. OP.Cit.. Lenckzowski, p.662. 
17 
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prices . The decision of OAPEC members of oil embargo 
against Israel and its friendly nations in 1973, due to 
the Arab-Israel conflict, had proved the power of Arab 
27 
oil producers' unity Thus, the process of evolution 
of economic cooperation and integration in West Asian 
region set out on equal footing of other regional 
groupings of developing and developed countries and 
this founded the genesis of future Integration and 
interdependence. 
Kuwait, apart from being one of the founding 
members of OPEC and OAPEC, has also got the credit of 
^taking initiative to create the Gulf Co-operation 
28 
Council (GCC) in February 1981 . It was a step towards 
the establishment of unity among the Arab Gulf States 
26. Tetreault, Marry Ann; The Organization of Arab 
Petroleum Exporting CounLries. Greenwood, London, 
1981, p.46. 
27. Maachou, Abdelkader; OAPEC, Frances Pinter, London, 
1982, p.11. 
28. Middle East Research Institute, University of 
Pennsylvania, USA; MERI Report: Kuwait, Groom Helm, 
London, 1985, p.38. 
18 
and the spcuril-y in the Gulf region. The GCC atatea 
represent ethnic, cultural and lingual affinity. They 
have historical, geographical, political and economic 
homogeneity. Kuwait has prompted modest attempt towards 
their unity. Though, the GCC is not exclusively an 
economic association but is perhaps the most promising 
effort to establish the economic cooperation among 
developing nations in the present t, imo. However, in 
many agreements GCC has been successful in binding its 
member states in the circles of defense, foreign 
affairs, education, and energy, but after its Economic 
Agreement (EA) is after all the most significant 
achievement thereby the Arab Gulf states have 
established a comprehensive economic ties including 
free trade, common market, common oil and energy 
policy, and a coordinated policy of oil based on 
industrialization, common aid policy, and many other 
development of human and other resources in order to 
29 
safeguard domestic industrial sector . The framework 
29. KubursijAtif A;Oil Industrialization and the 
Development of Arab Gulf States.Croom Helm, London, 
1984, pp. 4-5. 
19 
of cooperation is dynamic as to explore the development 
potentials of the GCC member states through 
coordination of investment on various complementary 
activities, Kviwai t is an active participant in many 
dialogues and conferences that are convened around the 
world. On the whole, Kuwait's regional relations have 
improved. It has always supported Egypt and Palestine 
for their legitimate rights against Israel. After the 
Arab-Israel war in 1973, Kuwait with other Arab oil 
rich states extended bilateral aid to Egypt and Syria 
30 
for rebuilding their shattered economies' . 
Enormously endowed with hydrocarbon natural 
resources, Kuwait is liberal enough in channelling 
economic assistance and financial aid to the poor 
countries of Third World. Economic aid is disbursed by 
Kuwait Fund for Arab Economic Development (KFAED) and 
the Kuwait based Arab Fund for Economic and Social 
Development (AFESD) for the development in the Third 
World countries. The aid dispensed from these 
30. Qp.Cit. , MERI Report, p.41 . 
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institutions between January 19(52 and June i982 
amounted to KD 992 million ($ 3.436 billion at 1982 
exchange rate). Kuwait's aid ranged between 3 and 10 
per cent of the country's GDP and it was estimated at 
3.88 per cent of the GNP in 1983 of which 57 per cent 
31 
had gone to Arab States . Foreign aid is an important 
aspect of Kuwait's international linkages as it has 
been channeled out on an average of 9.5 per cent of the 
country's GNP since 1970' . Besides, Kuwait also shares 
in many of the multilateral aid programmes of which 
International Monetary Fund (IMF), the World Bank 
(IBRD), the OPEC Special Fund, the Arab Bank for 
Economic Development in Africa (ABEDA), Islamic 
Development Bank (IDB), UN special fund, International 
Financial Corporation, and many more agencies of U.N. 
and others are worth mentioning. The motive behind this 
programme is not merely the goodwill of the country but 
31. Ibid, p.44. 
32. El-Mallakh, Ragaei and Atta, Jacob K; The 
Absorptive Capacity of Kuwait, Lexi ngton, 
Massachusetts (USA), 1981, p.174. 
21 
there are political and economic explainations as well. 
Since Kuwait la ono of th<? wonlt,hioah small states and 
endowed with abundant oil and gas resources, it faces 
problems arising out of surplus funds which it invests 
abroad to assist poor Arab states and other developing 
countries. After Kuwait's independence in June 
1961,Iraq was the first recipient country to have $70 
33 
million on generous terms . This was extended by 
Kuwait on account of political grounds as to have claim 
her independence. Moreover,the fear of Soviet expansion 
in the region of West Asia,the conflict in the Horn of 
.Africa, the coup d'etat in South Yemen (PDR) and 
Afghanistan, and the outburst of Iranian revolution 
focussed further interests of Kuwait to extend aid to 
the poor countries such as Sudan, Yemen Arab Republic 
and Pakistan. Apart from these efforts, Kuwiat 
maintains good relations with the rest of Third World 
too. Kuwait does not always expand all its surplus 
funds in the form of loans and aids but invests 
33. Ibid, p.175. 
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abroad to provide a permanent stream of income. Owing 
to the akyroclco t i ng of oil prices in 1970s and early 
1980s and consequently the surplus revenues, Kuwait has 
amassed huge foreign roaorvea by invostlng abroad. Such 
34 funds amounted to about $72 billion in 1983 
1.2 - Structure of the Kuwaiti Economy 
(a) Pre-oil Economy : 
The economy witnessed a vast structural 
change sinc'e its reliance on the traditional Arab 
economic modes has shifted to the modern ones. 
Although, the explanation of pre-oil economy can not 
comprehensively be made due to the scarcity of detailed 
information and scanty statistics available; but for 
understanding it is evident that prior to the upstream 
of oil, the livelihood of Kuwaiti jjoople was confined 
to the extent of pearling, fishing, boatbuilding and 
small trade, agriculture and herding. The pearling was 
the prospective business for the merchants but, in 
34. Qp.Cit.. MERI Report, p. 10. 
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contrary, a risky job for the divers since, in some 
instances, their lives were short. Upto the year 1930, 
the pearJing industry employed about 15000 divers out 
of 60,000 population and engaged about 800 boats and 
was reported to have earned about one million U.S. 
35 
dollars . The other economic activity which provided 
the livelihood to the lower class people by the Kuwaiti 
economy was fishing on which their diet also rested. In 
this sector of the economy, the wages and salaries were 
low though the fishing banks and islands supplied 
Kuwait with more than 4000 kilo grama of various sorts 
of fish every day in the early part of this century. It 
is evident from the fact that more than 1000 people 
from coastal villages were directly employed in this 
activity since the efforts were made to develop it as a 
regular industry for export . The boat building was 
the third activity of the Kuwaiti economy in the pre-
oil era. This is true to the fact that Kuwait had 
become the centre of boat building for the entire Gulf 
35. Qp.Cit.. Shaw, Ralph, p.37. 
36. Qp.Cit.. Al-Sabah, p.13. 
2h 
region since it began to export to the rest of the Gulf 
the boats of different sizes and types of imported 
woods. On an average, more than thirty people were 
engaged in the building of a single boat. In 1931, 
though it was not a commercial year, witnessed the 
production of 25 large pearling boats and 30 small 
Of 
fishing craft by the Kuwait's shipyard . The Kuwaiti 
shipyard built the ships needed by the pearling and 
trading sectors. 
In addition, Kuwait has always enjoyed its 
favourable geographical location in the context of the 
main trade routes between the East and the West. 
Moreover, its relative political stability made it an 
important trading centre. This enabled Kuwait to have 
attracted a number of merchant families from various 
Arabian tribes who migrated from all around the domain. 
Its well sholtcj-od natural harbour atid the proximity to 
the towns of Iraq and the Arabian Peninsula has 
adorned with the unique composition of Arabian races. 
37. Ibid, p.23. 
25 
Its location, providing likages between Persian and 
Arabian coasts of the Gulf, India and the Far East, and 
m 
the Mediterranean and European ports, made it the best 
transit area for trade. The ships carried dates arid 
grain to Kuwait and other ports of the Gulf, India and 
African Peninsula. The Indian ships carried woods, 
cofee, tea, spices, rice, iron, lead and cotton yarn. 
The Kuwaiti tradesmen benefitted from the cargo and 
passenger trade to and from India. The ruler of Kuwait 
had, thus, the permanent source of income by levying 
tax on caravans that traversed his territory for 
directing and protecting them. It is worth mentioning 
that in 1905 more than 30 per cent of Kuwait's foreign 
trade was with India whereas the contribution of United 
38 
Kingdom was only about 14.6 per cent . Kuwait's trade 
with Persia (Iran) accounted for about 9.1 per cent 
composing of tobacco, barley and wheat whereas it was 
only 18 per cent each with France and Germany composing 
38. Ibid, p.20. 
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of arms and sugarcane respecLivcly " . The trade has 
increased substantially over the years but 
unfortunately the unavailability of data and 
informations restrict its explaination in furttjer 
details. 
Besides fishing, Kuwaiti's relied upon its small 
agriculture and herding for the diets. But the scanty 
rainfall, dry climate and wide flanged desert confined 
it within the sphere of these activities. However, 
Kuwaiti's enjoyed its small vegetation and herds for 
their foods. But the thing changed soon since the pearl 
diving and sea faring industries, the bases of the 
Kuwait economy, were highly dopoiuieiit on the state of 
world economy. The Great Depression and the cultured 
pearl of Japan dealt a blow to the pearl diving 
industry, and the trade blockade of Nejd against Kuwait 
reduced its sea faring trade with India and East-
Africa. The boat building industry declined as a result 
of losses incurred by the earlier two industries. But 
39. Ibid, p.20. 
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Kuwait could have no longer faced the economic 
botllenecks, thank to the discovery of oil which 
changed its fate soon. 
(b) Economy in the Oil Era : 
The emergence of oil industry with the 
upstream of oil and its export at commercial scale put 
the pre-oil era to an end. Rising oil revenues brought 
about the transformation in the economy and resulted in 
increasing its per capita income and flourishing 
construction and other economic activities. The change 
in the price structure in 1971 and skyrocking of prices 
of oil since 1973-74 opened up new channels of 
progress. Although, the hydrocarbon resources, mainly 
oil, dominate the scene but the Kuwaiti economy, to a 
larger extent, depends on the other sectors as well. 
The Kuwaiti economy is composed of two major sectors, 
i.e., oil sector and non-oil sector whicli build up the 
Gross Domestic Product of the country. 
28 
i - Oil Sector : 
The oil sector is considered the key 
determinant of the progress of Kuwaiti economy though 
its conribution to the Gross Domestic Product,despite 
upsurge in oil prices, has been varying since 1971 but, 
the dependence of t,hc economy on it has ever remained 
almost constant. It is evident from the table-!.2 
that the contribution of this sector has, however, 
declined from 65.7 per cent to the GDP and 94.3 per 
cent in the total exort earnings of the country in 
1971 to only 50.4 per cent and 93.G per cent in 1985 
respectively. The oil revenues held the highest share 
of 79.3 per cent in the GDP in 1974 which could no 
longer stagnate as shrinked to only 59 per cent in 
1978. The fluctuations in the share of oil revenues to 
the GDP occurred as a result of increase in oi] prices 
and the deceleration in the rate of oil production. The 
oil revenues increased initially due to the adjustment 
of exchange rate of dollar which resulted in the rise 
of oil prices. But the expanding government's 
participation in oil operations later manifested as 
Table 1.2 
GROSS DOMESTIC PRODUCT AT CURRENT PRICES 
( In Minion Kuwaiti Dinars ) 
OIL SECTOTRS'S CONTRIBUTION IN GDP AND TOTAL EXPORT 
Year 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1 Total 
' GDP 
1381.79 
1463.97 
1604.14 
3811.72 
3484.62 
3836.49 
4051.60 
4264.32 
6839.87 
7741.09 
6985.81 
6212.27 
6134.19 
6380.77 
5918.30 
5026.36 
5856.71 
5571.40 
! Oil 
Sector 
907.83 
914.45 
996.56 
3020.05 
2456.56 
2519.67 
2477.31 
2520.55 
4412.54 
5086.30 
4114.96 
2763.47 
3037.93 
3400.09 
2983.16 
1679.10 
2232.18 
2001.58 
% in 
Total 
65.7 
62.5 
62.2 
79.3 
70.5 
65.7 
61.2 
59.1 
64.5 
65.7 
59.0 
44.5 
49.5 
53.3 
50.4 
33.4 
38.1 
35.9 
I X of Petroleum I 
I in Total Export | 
94.3 I 
92.7 1 
92.3 ! 
94.8 ! 
91.7 I 
90.9 1 
90.0 ! 
90.4 I 
91.1 ! 
89.1 1 
84.6 1 
80.5 1 
84.1 ! 
87.5 I 
93.6 I 
88.2 1 
90.0 ! 
— 1 
Source:1-Central Bank of Kuwait; Quarterly Statistical 
Bulettin \/o}.6 No.3, July-September 1981. 
11-Central Bank of Kuwait; Quarterly Statistical 
Bulettin \lo^.^A No.4, October-December 1987. 
111-Central Bank of Kuwait; Quarterly Statistical 
Bulletin yo^.^& No.3 July-September 1989. 
\M-OPEC Annual Statistical Bulletin 1987. 
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the nationtilizaLion of oil indusrty and resulted in an 
immediate upsurge in oil prices. Though the oil 
conservation policy has been adopted in 1972 which 
caused a decline in oil production but it did not 
affect the oil prices and the revenues. On the 
contrary, it increased the posted prices and the 
royalties to t-ho govertuiient.. T t, hol|)cMl in increasing 
participation and ultimately achieving the nationaliza-
tion of KOC in the year 1975 . However, the oil 
revenues and the contribution of oil sector to the GDP 
has varied thereafter. After the complete take-over of 
oil industry by the Kuwaiti government caused much of 
the fluctuation in the contribution of oil sector as an 
outcome of erratic oil revenues which could have not 
happen from prior planning. Moreover, some of the 
variations could be ascribed to the modest success of 
diveralf} cnl-i on of \.]\n i>()licy . Tlio H\inr<> of oil 
sector representing 70.5 per cent in the GDP in 1975 
40. Qp.Cit.. Al-Sabah, p.54. 
41. Qp.Cit.. MERI Report, p.5 7 
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fell to 65.7 per cent in 1976, 61.2 per cent in 1977 
and only 59 per cent in 1978. The abrupt increase in 
oil revenues as a result of sharp rise in oil prices 
altered the situation in 1979,raising the cotribution 
of oil sector Lo GDI^  Lo 6^.5 per cenL and 65.7 per cent 
in 1979 and 1980 respectively. But the decline in oil 
revenues in the early 1980s caused a shrinkage in its 
share in GDP as it slashed to only 59 per cent in 1981 
and 44.5 per cent in 1982. The ratio of oil export to 
the total export also dropped from 91.1 per cent in 
1979 to only 80.5 per cent in 1982. Though, the 
contribution of oil sector to the GDP improved in the 
following years as it surged to 53.3 per cent in 1984 
but again witnessed a decline as shrank to only 38.1 
per cent in 1987. The ratio of petroleum exports in the 
total export of the country has remained fluctuating as 
it rose to 93.6 per cent in 1985 but dipped to 90 per 
cent in 1987. The obvious decline in the oil sector's 
contribution Lo Lhe GDP and In Lhc LoLal export of 
Kuwait can not be considered as a real indicator of 
success in the diversification of the sources of income 
since the decrease in these ratios occured mainly 
because of the fall in oil revenues rather than the 
increase in other revenues accruing from other sectors 
42 
of the economy . It reflects that Kuwait could riot 
avoid and reduce its excessive dependence on oil sector 
in the past. However, the other sectors of the economy 
have also registered a positive growth in their ratios 
to the GDP after 1982. A clear picture of oil and non-
oil sectors' contribution to GDP and the share of 
petroleum in the exports of the country is evident from 
the table and, the figures exhibit the trends on these 
lines. 
ii - Non-Oil Sectors : 
The non-oil sector comprising of agriculture 
and fisheries, manufacturing, electricity, gas & 
water, construction, wholesale & retail trades, 
transport & storage, financial institutions, insurance, 
and a few other sub sectors, combining with oil sector 
42. OP.Git. . Economic Report; 1980-84, p.5. 
Figure 1.2 
Oil Sector's Contribution in GDP 
and Total Export 
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composes Lhc sLrucl.ure of Lho KuwaiLi oconoiny. The 
efforts of the Kuwaiti government with regard to 
diversify its heavy depence on hydrocarbon sector and 
establish a viable alternative are discernible in the 
following analysis. The table - 1.3 and the figure-1.3 
both glitter the major facts of this shifting. Within 
the non-oil sector as a whole, the relative shares of 
many aforementioned sectors have Lended to be quite 
stable,eg; the revenues accruing from agriculture and 
fisheries rose from KD 3.17 million in 1971 to KD 6.47 
million in 1975, KD 14.07 million in 1980 and KD 39.38 
million in 1985. The revenues from electricity, gas and 
water have also gone up from KD 9.33 million in 1971 to 
KD 25.97 million in 1979 but thereafter this sector 
registered a negative growth. Financial institutions 
and Insurance sectors have also witnessed the growth 
rates as the revenues increased from KD 21.81 million 
and KD 1.49 million in 1971 to KD 221.60 million and KD 
19.38 million in 1985 respectively. The major non-oil 
sectors i.e.; manufacturing, construction, wholesale & 
retail trades and transport & storage which registered 
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positive gi'owLli rales. The manuiac Luring sector 
witnessed an upsurge in its revenues contributed to the 
GDP despite various handicaps involved in its 
development, such as the narrow marketing outlets, the 
lack of raw materials other than oil, storage 
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facilities and the high cost of skilled manpower . Due 
to the incorporation of petrochemical industry, which 
contributes the larger part of the value-added of 
intermediaries enhanced the share of the manufacturing 
sector in GDP. Its revenues, as a result, increased 
from KD 54.19 million in 1971 to KD 197.49 million in 
1975 and KD 378.18 million in 1985. However, the 
contribution of this sector to the GDP registered the 
highest growth rate as rocketed a high to KD 569.77 
million in 1979 but declined thereafter. Its growth 
rate depends on the trends of domestic and foreign 
demands for Kuwaiti potrochomicaJs and manufactured 
goods. The construction after the oil sector price rise 
began at massive scale, therefore, it has also 
43. Central Bank of Kuwait;Economic /Zeport:1969-79,p.13 
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achieved a rate of growth wiLnessing an increase from 
KD 33.28 million in 1971 to KD 73.67 million in 1975 
and KD 197.98 milj.ion in 1985. The growth in revenues 
of this sector continued in an upword trend throughout 
the period baring slight variations meanwhile. The 
growing oil revenues opend up the new avenues of 
diversification of income which resulted in the 
flourishing construction of many sub sectors of the 
economy. The position of trade, a traditional 
occupation in Kuwait similiar to other Gulf states, 
maintained its steady bxxl unspectacular growth 
particularly in the early eighties. The revenues 
accruing from the wholesale and retai] trades sector 
jumped from KD 90 million in 1971 to KD 211.30 million 
in 1975 and 'KD 714.81 million in 1982 thereafter 
declined to KD 499.60 million in 1985. Transport and 
storage sector has also maintained its level of growth 
as the revenues multiplied from KD 31.84 million to KD 
291.35 million between 1971 and 1982 but thereafter 
reduced to KD 239.58 million in 1985. And the remaining 
sub sectors also marked a steady and continuous 
38 
improvement.The realative shares and overall growth 
rate of non-oil sectors as a whole have Jargely rested 
on the course of Iran-Iraq war. Disruption of Gulf 
shipping had a major effech which disturbed the oil 
exports and put enormous pressures on the non-oil 
. 44 
sector 
1.3 - Oil Industry and Downstream Operations 
The oil industry in Kuwait since its 
inception underwent a significant structural change 
over the entire span of time. The first and predominant 
feature of the change is reflected from the profit 
sharing formula which came into effect in 1952 whereby 
the interest of the government improved over the years 
and, accordingly, the profits were shared fifty-fifty 
45 between Kuwait and the operating companies . This 
resulted in a sharp increase in oil production and the 
44. Qp.Cit.. MERI Report, p.60. 
45. Sayigh, Yousif A; The Economies of the Arab World: 
Development since 1945. vol.1, Groom Helm, London, 
1978, p.84. 
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revenues to the Government of Kuwait. The huge 
expansion in production itself depended on the 
existence of vast oil reserves of the country. The oil 
industry witnessed a another notable change when Kuwait 
with other oi] producing nations formed OPEC as a 
permanent organization with international status by an 
agreement concluded in September 1960 . It was ail as 
a consequence of slicing of oil prices by the operating 
majors twice in 1959 and again in 1960 by about 27 U.S. 
cents a barrel which caused a heavy loss of revenues 
estimated at $ 4,000 million during 1960s to the Middle 
East oil-exporting countries . Through OPEC, Kuwait 
began to expand its holding over the oil industry. This 
turned into the establishment of Kuwait National 
Petroleum Company (KNPC) in I960, and the 
relinquishment of about half of the area under 
Concession Agreement which later came under KNPC's 
46. Al-Otaiba, Mana Saeed; OPEC and the Petroleum 
Industry, Croom Helm, London, 1975, p.65. 
47. Ibid, p.53 
ko 
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operations . The KNPC was initially involved in the 
marketing of refined petroleum products within the 
domestic market. The most remarkable changes were 
noticed in the seventies when the prices of oil began 
to rise since 1971 and brought about a vast change in 
the volume of oil production and the government 
revenues. However,there was no control over the 
operating practices of the oil majors who drilled where 
they liked and as much volume of oil as l-hoy wished. 
Thus, the high rate of oil production caused a decline 
in actual reserve to production ratio. As the daily 
production approached, this ratio declined further 
which caused the shortening of the life-span of oil 
reserves. It simultaneously affected the natural gas 
reserves since natural gas is found associated with oil 
and, thus, was wastefully flared rather than put to 
productive use by the operating companies. It led a hue 
and cry in Kuwait and the issue of gas utilization 
became a deep concern and was muted in the 
48. Qp.Cit.. El-Mallakh and Atta, p.12. 
k^ 
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parliament . The oil revenues to the government 
exchequer declined heavily, despite a continued rise in 
oil production, that reached its peak in 1972, as a 
result of devaluation of U.S. dollar. Rut the effect of 
the devaluation of dollar was offset by OPEC through 
its Tehran Agreement by fixing up Lhc income Lax rate 
at 55 per cent, consequentially raised the posted 
50 
prices by 40.5 per cent . The year 1972 marked a 
notable change in oil industry as the Kuwaiti 
government deliberately adopted the policy of oil 
conservation which consequently put an end to the 
wasteful production techniques practised by the 
companies. Tliis not only checked the heavy exploitation 
of oil and wast fill faring of associated natural gas but 
also helped in raising oil prices and extending 
lifespan of oil and gas reserves of the country. The 
Kuwaiti oil wells have an installed capacity estimated 
at 2.9 million barrels per day, with a maximum 
49. Qp.Cit.. Al-Sabah, p.34. 
50. Khouja, M.W. and Sadler, P.G., The Economy of 
Kuwait. Mac Millan, London, 1979, p.87. 
f% 1 
sustainable capacity of 2.5 million barrels per day 
The life of Kuwait's oil reserves which are estimated 
at 94.53 billion barrels can be spanned for more than 
185 years at the present rate of production of 1.397 
52 
million barrels per day . In December 1975, the oil 
industry witnessed memorable acheivement of the 
government when it was completely taken over by 
terminating BP's and Gulf Oil's concessions . The oil 
revenues, despite a decline in oil production as a 
result of government's conservation policy, remained 
stable since diversification of export from crude oil 
to refined products took pJace. 
(a) - Administrative set-up of Oil Industry: 
The oil indvistry in Kuwait witnessed a 
propitious change in its administrative structure on 21 
January, 1980 when the government set up Kuwait 
51. OP.Git.. MERI Report, p.73. 
52. Middle East Economic Survey (MEES), vol. 33, No. 7, 
November 20, 1989, p.A-5. 
53. Qp.Cit.. Economic Report, 1969-79, p.32. 
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Petroleum Corporation (KPC) under the Decree law 
No.6/1980. It was a step to perfectly regulate the oil 
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operations and enhance its desirable profits . The 
government afl-or having taken full control over the 
operations of oil industry, which had to be 
administered in a way that could be made favourable to 
the country,, delegated KPC the responsibility of 
undertaking the activities of hydrocarbon industry, 
such as: exploraL i on , rof in i ng and pj-oduction of oi] and 
gas; and tlie processing of oil and gas and their 
distribution and transformation. The KPC comprising 
KOC, KNPC, PIC, KOTC, KUFPEC and Kuwait Santa Fe Broun, 
undertakes upstream and downstream oil operations of 
55 
the industry through its subsidiaries as follows : 
i - Kuwait Oil Company (KOC) is responsible for 
exploration and production of oil and gas. 
ii - Kuwait National Petroleum Company (KNPC) has 
been assigned the responsibility of refining of crude 
54. P.M.A., Arab World File, Beirut (Lebanon), April 2, 
1980, No.1550, p.kwt/1801/2. 
55. P.M.A., Arab World File, Beirut (Lebanon), November 
27, 1985, p.kwt/1801/3. 
z^/^ 
oil and processing of natural gas; and the sales of 
refined petroleum products in the domestic and 
international markets. It supervises its five 
aubaidiaricH-KNPC (Far KaaL), KNPC (Trade and 
transport), KNPC (Western hemisphere), KNPC (Liberia), 
and Kuwait Aviation Fuel Company. 
iii - Kuwait Oil Tanker Company (KOTC) operates 
the tanker fleets and pipelines network and transports 
the Kuwaiti crude and refined oil, liNG, LPQ, refined 
and petrochemical products to the consuming centres. 
iv - Petrochemical Industries Comapny (PIC) is 
responsible for the production and sales of fertilizers 
and chemical products. 
V - Kuuail. Foreign Petroleum Kxploration Company 
(KUFPEC) has been set-up to undertake exploration and 
upstream activities in the oil fields abroad, except in 
USA. It has also acquired equity in International 
Energy Development Corporation (lECD) to carry out 
exploration work in the third world. 
vi - Kuwait Santa Fe Broun has been merged with 
Kuwait Santa Fe International of USA, and undertakes 
k5 
oil operaLiona almost at every port in the United 
States and integrates with many European networks. 
The KPC, a public comapny with an annual budget 
averaging more than $ 10 million and a net profit 
estimated at $ 721 million in 1984-85, is one of the 10 
largest companies in the world. It enjoys independent 
judicial entity under the supervision of the ministi-y 
of petroleum. Its structure and functioning can be 
understood by having a cursory look at the following 
chart. 
Higher Petroleum Council 
I 
I 
Kuwait Petroleum Corporation 
(Chairman : Oil Minister) 
Exploration and 
Production 
KOC - 100 % 
AOC - 60 % 
Petrochemicals 
PIC - 100 % 
TranHport 
KOTC - 100 % 
KOC - 100 X 
Natural Gas 
KOC - 100 % 
Refining and Sales 
Distribution 
KNPC - 100 % 
KOC - 100 % 
k6 
(b) Downstream OperaLions : 
The downsLrenm operations of oil indsutry 
which Kuwait undertakes encircles refining of crude 
oil, processing of oil and associated natural gas and 
the related activities, such as: transportation of oil, 
gas and petroleum poducts through marine transport and 
pipelines network. The growing concern for the rapidly 
declining levels of abundant oil reserves following the 
sharp rise in the rate of production after the price 
adjustment in 3 971 made the Kuwajti government to 
realize that their indigenous natural resource is 
finite and non-renewable. The increasing awareness 
about the future of the Kuwaiti economy, particularly 
due to the lack of human and physical resources other 
than hydrocarbon, ]eft the government with only choice 
of reducing country's dependence on export of crude oil. 
At this juncture, the Kuwaiti government adopted the 
oil policy which aimed at the optimum utilization of 
its hydrocarbon resources through plans to shift from 
its almost entire and unavoidable dependence on crude 
'•7 
oil sales Lo. i ndusLri a I i zaL ion and Lho cxpoi't of 
refined products, liquified gas, chemical fertilizers 
5(5 
and other petrochemical products . Thus, the oil 
industry through the downstream operations heJps the 
Kuwaiti economy as the development bridge. The 
downstream operations provide the choice of profitable 
investment of the surplus capita] to create domestic 
viable al Loriiat, i vr^ , employment oppor tiui i1, i os and 
reasonable standard of living through tiie optimum 
utilization of valuable depleting non-renewable 
indigenous natural resources. The choice of the 
government of going downstream seems to be an endeavour 
of building up the future of Kuwaiti people as the 
deposits of abundant hydrocarbon resources synchronized 
the industrial revolution. The downstream operations, 
therefore, not only diversified the economy but also 
provided new avenues in the country as well. 
The success of oil industry depends on the sales 
of crude oil as well as refined products. The revenues 
56. Central Bank of Kuwait, Economic Report, 1977,p.18. 
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accrued to the government I'l-orii tlie oil sect.or steadily 
increased manifolds despite a deceleration in the rate 
of crude oil production and variations in the prices. 
This happened due to the expansion in the export of 
refined products. The table T - 1.4 illustrates that 
the share of crude oil in total export of petroleum 
nose dived from its peak 93.2 per cent in 1972 to only 
49.1 per cent in 1985 whereas the share of refined 
products upsurged from its lowest level G.8 per cent to 
50.1 per cent over the same span of time. It is, 
however, clear from the table that the respective 
ratios of crude oil and refined products in the total 
volume of petroleum export remained almost steady but 
after the nationalization of oil industry fluctuations 
occurred remarkably. The exports of both crude oil and 
refined products at present hold almost equal shares in 
the total volume of petroleum export. The ratio of 
crude oil and refined products exports in the total 
crude oil production have also been altered 
tremendously. The export of crude oil slashed from 89 
per cent in 1972 to only 44.7 per cent in 1982 but 
Table - 1.4 
PETROLEUM EXPORT OF KUWAITI ORIGIN 
Year 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 1 
1985 ' 
1986 1 
1987 ! 
[ Petroleum 
1 Exports 
' (000 b/d) 
3009.4 
3135.5 
2847.3 
2395.7 
1943.9 
2127.8 
1938.1 
2088.3 
2506.7 
1639.9 
1094.1 
739.2 
958.7 
1052.9 
968.8 
1252.8 
1021.3 
In Percentage Term 
• Crude 011 
92.2 
93.2 
92.8 
92.0 
92.8 
84.2 
83.8 
84.4 
83.1 
79.0 
74.4 
49.9 
56.8 
62.5 
49.1 
59.2 
50.1 
1 Refined 
; Products 
7.8 
6.8 
7.2 
8.0 
7.2 
15.8 
16.2 
15.6 
16.9 
21.0 
25.6 
50.1 
43.2 
37.5 
50.9 
40.8 
49.9 
I Percentage Share in Total | 
[ Crude Oil Production ,' 
' Crude Expt 
86.8 
89.0 
87.4 
86.5 
86.5 
83.4 
82.5 
82.6 
83.3 
77.9 
72.0 
44.7 
51.6 
56.5. 
50.8 
59.9 
52.6 
Refined Expt | 
7.3 1 
6.4 1 
6.8 ! 
7.5 • 1 
6.7 ; 
15.7 1 
15.9 1 
15.3 1 
16.9 1 
20.6 1 
24.8 1 
44.9 1 
39.3 1 
33.9 1 
52.6 1 
41.2 1 
52.4 I 
Source : OPEC Annual Statistical Bulletin 1987. 
Flguro 14 
Petroleum Export of Kuwaiti Origin 
120 
100 
80 
60 
40 
20 
Vijiue In * Term 
Im u i ji 1 
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Years 1971-1087 
• i Crude Oil ESS9 Refined Products 
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improved to 52.6 per cent in 1985 in the total volume 
of oil produced. The situation was reversed in the case 
of export of refined products which rocketed from high 
surface level of 6.4 per cent to 52.4 per cent in the 
same period. This reflects the optimization of oil and 
gas resources in the establishment of a viable 
alternative through the downstream oil operations. The 
expansion of the installed refining capacity from 437 
thousand barrels per calender day in 1971 to 720 
thousand barrels in 1985 and the ratio of utilization 
of natural gas to its total production was also 
expanded from 35.3 per cent to 86.9 per cent over the 
same span of time. This mirrors the progress of 
downstream oil industries and the expansion of the 
economy's absorptive capacity as well. The 
petrochemical industry has also expanded to the extent 
of producing fertilizers and some other chemical 
products. The number of oil tanker fleets has 
increased to 30 putting the KOTC on the top position in 
the Arab world; and the pipelines' network expanded to 
51 
the total length of about 500 km. In addition, KPC's 
investments abroad have pushed it ahead in the front 
row of 10 largest companies of the world. The 
downstream operations of oil industry not only have a 
positive influence on the domestic economy and help 
change its face but also plays a dominant role in the 
economic integration within the region and in the wider 
sphere. Hence it provides the country with a source of 
interdepence and new avenues of development. 
1.4 - Purpose and Scope of the Study 
Notwithstanding limitations, the principal 
aim of the present study is to make a comprehensive 
assessment of the levels and developments in the field 
of downstream oil operations in Kuwait during the 
period 1975-1985. The period undertaken for research 
has its significance since the oil industry was 
CTGflipTet^ 'eTy taken over by the government in December 
1975, retrospective to March of the same year, and a 
great structural change including a modification of 
administrative set-up of oil industry took place 
52 
thenceforth. The power of decision making with regard 
to the determination of oil prices and the levels of 
production and distribution shifted from operating 
majors to the producing and exporting country's 
government. 
Our objective is to investigate as to how far the 
Kuwaiti governinonU IUIH boon succeod(Mj in accomplishing 
its goals after having attained the power of decision 
making from the operating company KOC in 1975; and to 
what extent has it been successful in expanding and 
modernizing the pre-established infrastructure for 
downstream oiJ industries. It is the purpose of the 
study to make an assessment through the analysis of 
available data to find out how far the Kuwaiti oil 
policy has been proved instrumental in diversifying the 
total reliance of the economy on the export of its 
single non-renowablc depleting source of energy. The 
present study pertaining t,o tho developments of 
downstream oil industries is based on the following 
hypotheses : 
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1. The production of oil should be as such that it may 
cater with the revenues required for the development 
expenditure and the domestic demand. 
2. The work at rapid pace is going on throughout the 
world to find a cheaper alternative source of energy 
since oil is depleting and non-renewable, it is 
desirable for the oil producing- countries, as 
Kuwait, that they should utilize their hydrocarbon 
resources to develop their economies on firm footing 
and attain a sustainable economic growth. 
3. It unfolds that the demand for oil is corelated with 
economic strides in the industrialized world and the 
prices are highly volatile, therefore, oil producers 
should devise their policies with regard to their 
export according to the prevailing circumstances. 
Therefore, the downstream operations in the field 
of energy seem to be the best choice in order to 
establish a viable alternative and accomplish a 
sustainable economic growth by utilizing the existing 
potentials of the country. 
5^ 
The scope of the study is to encompass the prime 
needs of the country and enable the people in general 
and the intelligentsia in particular to foresee the 
prospects of sectoral integration and economic 
expansion. It explores the new channels through which 
the trade of the country's main source of income may bo 
expanded. 
The study is divided into six chapters; each one 
dealing with nn /iai>oct related to the objectives. In 
chapter two a historical-cum-analytical assessment of 
the development of the oil industry has been 
undertaken. Chapter tliree deals with the downstream 
operations in its varied aspects. It also discusses 
plans, OAPEC & OPEC activities and policies related to 
it. In chapter iv,a detailed analysis of refining and 
transportation has been undertaken with a view to 
finding out its J itikages with the overall 
infrastructural developments. Chapter v deals with the 
petrochemical industries in particular. It analyses 
various aspects related to it and,on the basis of its 
conclusions,makes certain suggestions. Finally,chapter 
55 
vi summarizes the main findings of Lhe study. 
Our analysis is based on the literature primarily 
available in English language. The statistics and data 
have been taken from various publications of the 
government of Kuwait such as the Ministry of Planning, 
Central Bank of Kuwait, and also international 
sources,i.e., World Bank, U.N., OPEC, OAPEC reports and 
bulletins, and many others. 
(piHLBlJrWBliB '^ ill 
EMERGENCE AND DEVELOPMENT OF OIL INDUSTRY IN KUWAIT 
The evoiuLion of oil industry gave way to the 
Kuwaiti economy to be flourished wj tli olJ rJchneas and 
abundant revenues. The magnitude of development of 
Kuwaiti oil industry is dicsernibie from the multitude 
of avenues opened up by the non-oil sectors of the 
economy which still largely depend on oil revenues. 
This chapter encompasses tlie progress achieved by the 
Kuwaiti oil industry since its inception and focuses 
the structural changes which took place during its 
entire life span. 
2•1 - Oil Discovery and Related Events 
The discovery of oil in Persia{Iran) in 1908 has 
streamlined the prospects of this depleting source of 
energy in the entire region of West Asia and allured 
the big powers of the time . Emerging prospects of oil 
opened up ciiannels for the oil concession negotiations 
which continued between the host governments and the 
1. Longrigg, Stephen Hemsley;Oil in the Middle East 
Its Discovery and Development. Oxford, 1968, p.18. 
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major oil companies throughout the first half of this 
century. In the case of Kuwait, oil concession 
negotiations began in 1911 on the pre-established 
bilateral relations between herself (Kuwait) and the 
British Government through a treaty signed in 1899 
whereby the Sheikhdom turned out to be a British 
Protectorate and its ruler, 11.11. Sheikh Mubarak Al-
Sabah, undertook never to cede or lease any portion of 
his territory to any foreign government or national 
except with Lhe express au Lhor j zat. i on of the British 
Government . Anglo-Persian Oil Company (APOC), a 
British subjecL and the sole owner of Lhe Iraq 
Petroleum Company (IPC), was the prime mover in 
3 
obtaining the Kuwaiti oil concession . The negotiations 
were brought about to a halt by the outbreak of 
2. Lockhart, Laurence; "Outlines of the History of 
Kuwait", Journal of Royal Central Asian 
StudiesSociety, Vol. xxxiv, Parts 3 and 4, July-
October 1947, p.28. 
3. Chisholm, Archibald H.T., The First Kuwait Oil 
Concession Agreement: A Record of Negotiations, 
1911-1934, Frankcass, London, 1975, p.3. 
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World War 1 in 1914 and Lhe sudden demise of 11.H. 
Sheikh Mubarak Al-Sabah in 1915 and also of his 
4 
successor H.H. Sheikh Jaber in early 1917 . But as soon 
as the situation turned to be favourable and the 
negotiations were going on after resumption, an 
American oil company named Eastern and General 
Syndicate Ltd. (KGS) which was later known as Gulf Oil 
Corporation (Gulf), led by Major Frank Holmes, emerged 
as third party with the same motives in 1923 . 
Therefore, a neck to neck competition triggered off 
between APOC and the Gulf Oil Corporation but 
ultimately both the parties had to be united to resolve 
the dispute in order to get an oil concession in 
Kuwait. The unity of interest was best proved when both 
the companies reached an agreement by establishing a 
joint venture named Kuwait Oil Company Ltd. (KOC) in 
Febuary 1934 The joint company KOC Ltd. made it 
4. Ikid, p.3 
5. Ibid. P.5 
6. Ibid, p.188 
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fruitful in its favoui- only wlicn nn oil ngreoinont waa 
signed between the representatives of APOC and Gulf Oil 
Corporation and the ruler of Kuwait H.H. Sheikh Sir 
7 
Ahmad Al-Jabir Al-Sabah on December 23, 1934 . 
The year 1938 marked an epoch in the history of 
Kuwaiti oil industry when the drilling proved 
successful with the discovery of oil in the Burgan 
field. But the work underway for exploration and 
exploitation of oil had to be ceased for a short span 
of time, from 1942 due to the outbreak of World war II. 
When the situation, after the termination of war, 
turned calm and peaceful and the things settled down, 
oil operations were resumed in the mid of October 1945. 
Staff and materials were reassembled and the buildings 
reconditioned . 
Though, the discovery of oil in Kuwait was 
considered as the most important stop forward towards 
the socio-economic development but the efforts underway 
7. Ibid, p.242 
8. Qp.Cit.. Longrigg, p.137. 
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attained the actual pace in this j'ield only al'ter the 
resumption of upstream operations at commercial scale 
and with the first shipment of oil for export from 
9 
Fahahil terminal in 1946 . The development of Kuwait 
oil industry was not an overnight change but the result 
of constant efforts that it could emerge in its present 
form after the passage of about four decades. 
Development of oil industry can be traced by stretching 
back through its two main phases. The first stage 
covers the period since the establishment of oil 
industry and every change in its structure until it was 
fully taken over by the host government. The second 
stage encompasses the development after the 
nationalization of oil industry which took place in 
1975. 
The developments during the pre nationalization 
period were generally undertaken by the operating 
majors who had laid the foundation of oil industry and 
9, El-Mallakh, Ragaei;Economic Development and Regional 
cooperation ; Ku_wa_it, University 
of Chicago, U.S.A., i9G8, p.39. 
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established the basic infrastructure for the later 
developments. They were the sole determinants of the 
levels of oil production, its distribution and the 
prices. The government of the producing country 
"Kuwait" was merely confined to the extent of being 
royalty recipient and some other payments made by the 
oil majors against the sales of their vast oil 
resources. But slowly and gradually the power was 
shifted from the majors to the host government which 
brought about rapid strides. In this success the OPEC 
and OAPEC made significant countributions. The unity 
of oil producing countries brouglit about a significant 
change in power that one day they could also have full 
control ovt>r their indigenous valuable natural 
resources. 
The post nationalization era embraces the 
developments which have been undertaken exclusively by 
the Kuwaiti government itself and the efforts are still 
in progress as is evident from the numerous policies of 
the government. Thus the entire process of the 
development of the Kuwaiti oil industry can be examined 
63 
by skimming through the following aspects. 
2.2 - Concession Agreements and the Companies 
During the pre nationalization stage, the oil 
industry remained almost in the hands of operating 
companies. The entire territory including Neutral Zone 
and some islands belonging to Kuwait were undertaken 
for exploration of oil by different oil companies 
through various agreements signed with them seperately. 
The major oil concession agreement was signed with KOC 
Ltd. in 1934. It provided KOC with exclusive rights to 
explore and produce oil in the entire territory of the 
Sheikhdom and sell oil for 75 years . This concession 
was extended in 1951 for an additional seventy years 
making its term 92 years from 1934 . B.P. and the 
Gulf, besides being joint operators of Kuwaiti oil 
concession, also played significant role of a middleman 
10. El-Sheikh, Riad; Kuwait; Economic Growth of Oil 
State ; Problems and Policies, Kuwait University, 
1972-73, p.47 
11. Shwadran, Benjamin; The Middle East and the Great 
Powers. Israel University, Jerusalem, 1973, p.411. 
6h 
and broker. In 1947 and 1948 these companies seperately 
signed agreements with Standard Oil Company and Mobil 
Oil Company and the Dutch-Shell respectevely to sell 
12 
out the Kuwaiti crude in the world market . The other 
oil companies who were granted concessional rights 
were: American Independent Oil Company (Aminoil), a 
consortium of U.S. firms and the Arabian Oil Company 
Limited (AOC), a subsidiary of the Japan Trading 
Company, a group of some 60 Japanese firms. The 
Aminoil was granted concession in 1948 for sixty years 
to explore and exploit oil in Kuwait's 50 percent share 
in Natural Zone. Another sixty years' concession was 
extended to the same consortium in 1955 for exploration 
and production in Kuwait's territorial waters and on 
13 
the islands of Kufen, Oaru and Umm al-Maradim , An 
offshore Neutral Zone concosaion was granted to AOC 
in 1958 for a period of 44.5 years beginning from 
12. Al-Sabah, Y.S.F..The Oil Economy of Kuwait. Kegan 
Paul, London, 1980, p.28 
13. Op.Cit.. El-Mallakh, pp.43-44. 
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14 
1961 . Offshore waters out side tho territorinl. limits 
were conceded to the Kuwait Shell Petroleum Development 
Company Limited {KSPDC) in 1951 for a period of 45 
15 
years . Area under various oil concession agreements 
with respective oil operating companies can be seen in 
the map. 
2« 3 - Regervea-and Production of Oil 
The development of Kuwaiti oil industry since its 
inception continued to observe an upward trend though 
the operating practices were under the stronghold of 
oil concession companies. The majors had their own 
option to drill anywhere in the entire territory and to 
produce as much oil as they wished. Their objective 
was, naturally, to maximize their net aggregate income 
thorugh the production and export of oil. World War II 
brought about a massive? destruction and disturbances in 
the economies especially of Europe. After the 
termination of war, reconstruction of shattered and war 
' I . . . . — . . , • • • - — • • • • • • • - — — — 
14. IhlA, p.44 
15 . I b i d , p .45 
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ravaged economies mainly of Europe and industrial world 
began at large scale. The post-war period was of rapid 
transition and expansion of massive demand for 
industrial base in these nations. This led to an 
urgent need of oil for transportation and 
industrialization in these nations of the west. This 
enabled oil producing counti-ics, pfirt J cularly of Gulf 
region, to exploit their vast oil reserves as also try 
for additional oil wells. The year 1946 was the turning 
point in the history of Kuwaiti oil industry as 
upstream oil operations were resumed at commercial 
scale in a more planned manner. 
It is evident from the tnble-2.1 that oi] 
production continued to appreciate sharply from 5.9 
million barrels in 1946 to J 20 1.6 iiijllion barrels in 
1972. However, in tlie Hubsoqwont ycMir.s it declined. if 
it is computed on the basis of the figures given in the 
table, we find that the rate of production continued to 
increase from 0.016 million barrrels per day in 1946 
to 3.28 million barrels per day in 1972. It is clearly 
Table 2.1 
Crude Oil Production in Kuwait: 1946-1987 
( million barrels per day ) 
Year 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
Source 
Average 
Dai ly 
Production 
0.016 
0.044 
0. 127 
0.246 
0.344 
0.561 
0.749 
0.861 
0.958 
1 .103 
1.110 
1 . 163 
1 .431 
1 .440 
1 .696 
1 .735 
1 .957 
2.096 
2.307 
2.360 
2.484 
) : (i) El-Mai 
Annual 
Average 
Change 
174.5 
187.0 
92.9 
40. 1 
63.0 
25.0 
15.0 
11.1 
15. 1 
00.6 
4.7 
22.9 
0.6 
17.7 
2.2 
12.8 
7.0 
10.0 
2.9 
5.2 
lakh, Rags 
Year ! 
1967 ! 
1968 i 
1969 ! 
1970 ! 
1971 1 
1972 ; 
1973 ; 
1974 : 
1975 ! 
1976 ; 
1977 ; 
1978 ! 
19 7 9 1 
1980 ! 
1981 ; 
1982 ! 
1983 ; 
1984 ! 
1985 ! 
1986 ! 
1987 1 
lei and 
Average 
Dai ly 
Production 
2.49 
2.61 
2.77 
2.98 
3.19 
3.28 
3.02 
2.54 
2.08 
2. 14 
1 .96 
2.13 
2.50 
1 .66 
1 . 12 
0.82 
1 .05 
1 . 16 
0.93 
1 .23 
0.97 ! 
, Annual 
' Average ! 
Change ! 
0.6 ! 
4.8 ! 
5.8 ! 
7.5 ! 
7.0 1 
2.8 ! 
- 7.9 ! 
-15.8 ! 
- 1 8 . 1 : 
2.8 ! 
- 8.4 ! 
8.6 ! 
17.9 1 
-33.6 ! 
-32.1 ! 
-26.7 ! 
28.0 ! 
10.4 ! 
-19.8 ; 
32.2 ! 
-21.1 ! 
Absorptive Capacity of Kuwait, Lexingtion, 
Canada and U.S.A., 1981, p-20. 
(ii) OPEC Annual Statistical Bulletin; 1987,p.14, 
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indicated in the table that the rate of increase in 
production was of n rclntivGly lii«hcr intensity in the 
beginning say 174.5 per cent, 187 per cent, 92.9 per 
cent, 40.1 per cent, 63 per cent and 25 per cent in the 
years from 1947 to 1952 over their preceding years; but 
the increase in production was more sporadic and at 
slow pace after 1956. The figure 2.1 & 2.2 illustrates 
how sharply the oil production rose from 1946 up to the 
year 1972 and slipped downward thereafter. It la 
substantiated from the fact that this phenomenal 
increase in the production of crude oil in Kuwait was 
following the rapid shortage in crude oil production in 
the United States of America and the Western 
1 fi 
hemisphere . It is also evident that the oil 
production in Kuwait registered a growth rate of 42.16 
per cent between 1961 and 1972. The major factor 
responsible for this upword movement in oil production 
was the stagnation in the price of Kuwaiti crude at 
$1.59 per barrel from 1961 to 1969 in the international 
16. Qp.Cit. El-Sheikh, p.45. 
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17 
market . The highest rate of growth of 12.8 per cent 
was noticed during 19G2 /la a roauLt of iaaulng famous 
Decree No.8 by General Qasiin of Iraq in 1961 whereby 
the areas under the concession of IJ'C were expropriated 
and the oil production suspended temporarily by the 
Iraq government. This event led KOC to increase its 
production. Inaddition, AOC entered its second year of 
oil exporting in Kuwait. Its rate of growth was highest 
in 1962. In 1965 and 1966 the rate of growth was only 
2.3 and 5.2 per cent respectively. This low rate of 
growth was attributed to the increase in supply from 
Libya and Nigeria. In 1967 the ratio of growth was 
further declined to only 0.6 per cent mainly due to the 
Arab-Israel war. However, in the same year, AOC was 
allowed to export all of its production to Japan, which 
was not on the list of boycotted nations. After the 
boycott ended, the rate of growth of oil sector in 
Kuwait began to increase. The annual average increase 
17. Ali, Nazim; "The Oil Sector in Kuwait : Its 
Performance Since 1966", The Journal of West Asian 
Studies Society, Centre of West Asian Studies, 
A.M.U. Aligarh (India). Vol.1, No.2, 1986, p.129. 
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during 1968-1972 was 5.6 per cent^^. The other factors 
affecting the oil production in Kuwait were its vast 
oil reserves and the lower cost of production of oil. 
The oil reserves in Kuwait were estimated at 68.7 
billion barrels in 1965 whereas the reserves in Saudi 
Arabia and Iran were estimated at 60 billion barrels 
and 40 billion barrels respectively. At the same time, 
Kuwait shared 19. A per cent, of the rcaerveiS of the 
19 
world . The cost of production, which was the lowest 
in the world, also contributed in an increase in the 
rate of oil production. It was merely 20 cents to 
exploit a barrel of oil in the entire region of West 
Asia baring Kuwait where it was 27 cents per barrel 
where as it varied between 51 cents and $ 1.75 per 
barrel in Venezuela, Indonesia, and the United 
States^^. 
The oil industry in Kuwait underwent significant 
18. Ibid, p.129. 
19. Qp.Cit. El-Mallakh, pp.31-33. 
20. Ibid, p.31. 
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changes in 1970s. Oil represented 65 per cent of energy 
sources towards the end of this decade. The rate of 
increase in demand also accelerated sharply, leading to 
a disequilibrium in the oil market in the late 
seventies and consequently world oil reserves shrinked 
substantially. During 1970s Kuwait took over all oil-
producing compuniea in Llie country and adopted the 
21 
policy of limited oil production 
The rate of production declined tremendously from 
3.28 million barrels per day in 1972 to 2.08 million 
barrels per day in 1975. This was a drastic 
deceleration in production that it shrinked by 36.7 per 
cent in a short period of three years. Decline in the 
rate of production was the result of the adoption of 
strict conservationist policy and the decision taken 
by the Kuwaiti government to set the first limit on 
its annual average crude oil production at 3 million 
21. OP.Ci t. All, Nazim, p.130. 
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22 barrels per day in March 1972 . Above all, the 
eruption of Arab-Israel conflict in 1973 provided 
Kuwait the opportunity to crutail its oil production 
23 inthe wake of its oil boycotting policy 
The rate of oil production during 1976 and 1978 
varied markedly. It hiked by 2.8 per cent in 1976 and 
splashed by 8.4 per cent in 1977. The decline in 
production was mainly due to the surplus supplies in 
the world oil markets and the economic slackness in the 
major industrial nations. The rise in the rate of 
production by 2.8 per cent and 8.1 per cent in 1976 and 
1978 respectively was as an outcome of increased demand 
and active stockpiling on the part of oil companies 
Kuwait's crude oil production sharply rose by 17.9 per 
cent to 2.5 million barrels per day in 1979. The sudden 
upsurge was the outcome of the develpments that took 
place in the world market. A few of the causes that 
22. El-Mallakh, Ragaei and Atta, Jacob K., The 
Absorptive Capacity of Kuwait. Lexington, 
Massachusetts (U.S.A.), 1981, pl8. 
23. Qp.Cit. Al-Sabah, p.48. 
24. Central Bank of Kuwait; Economic Report, 1979,p.31. 
7^ 
resulted in the sudden increase in the world demand for 
oil were : intterupted oil supply of Iran,the reduction 
in the supply of crude and petroleum products to the 
Western Europe by 25-50 per cent by the Soviet Union, 
the continued stockpiling in the consumer countries 
such as U.S.A. and OECD nations, Mexico's announcement 
to limit its production, and the British Government's 
25 
decision to curtail production of North Sea oil . In 
pursuit of world oil market's trend Kuwait increased 
its oil production in 1979. The production during the 
period 1980-85 showed a downward trend after having 
peaked in 1979. This was in pursuance of the 
decelerating demand for oil in the world market in 
general and the OPEC quota in particular. The rate of 
production in Kuwait did not stagnate at the limit of 
1.05 million barrels per day fixed by the OPEC in March 
1983, but it fluctuated marginally . It further 
increased by 10.4 per cent in the following year but 
25. Ibid, p.32 
26. Central Bank of Kuwait :Economic Report,1985, p.38. 
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nose dived by 19.8 per cent in 1985. Once again, the 
rate of production shot up by 32.2 per cent in 1986 but 
followed by a decline by 2t.l per cent in 1987, 
thereafter the average daily production recovered. 
Kuwait still has a prominanL place in the world from 
the point of view of its oil reserves, which were 
estimated, by De Golyer, at only 9 billion barrels or 
27 
about 14 per cent of the total world in 1944 buL 
since then expanded by 950 per cent to surge at the 
28 
level of 94.5 billion barrels in 1989 . The increase 
in its oil reserves occured as a consequence of 
subsequent discoveries, exploitation of new oil 
fields, and above all policies to limit oil production. 
12 f 4 OJ.1 F^porta-JLmLJieveiLue 
A huge quantity of crude oil produced in the early 
1950s was exported to quench the increasing demand in 
the Western Europe and the parent nations of the 
27. Qp.Cit. Shwadran, p.410. 
28. OPEC : Annual Statistical Bulletin, 1987, 
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operating companies. The establishment of Mina Abdullah 
refinery with a throughput capacity of 25000 barrels 
per day in 1949 was strongly supported as a national 
policy requiring the local refining of the largest 
amount of crude possible, thus , diversifying the flow 
29 
of crude oil for value adding . Later, the 
installation of two more refineries aL Mina Al-Ahmadi 
and Shuaiba further diversified the export of crude oil 
but, even tlien, it went on increasing. The 
transformation of economy could be made possible only 
through the earnings of oil revenues against the export 
of crude and refined oils. There was an urgent need of 
oil to be used as a source of energy in the industrial 
countries of Europe whose economies were just released 
from the effect of war and they were striving hard for 
their recovery. The West Asian oil producing countries, 
particularly Kuwait, were at great advantage of 
supplying them their massive oil resources. These 
states could, therefore, earn huge revenues through the 
29. Qp.Cit. El-Mallakh, p.37. 
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export of this non-renewable source of energy to boost-
up their economies. Since the Kuwaiti oil industry was 
being operated by the British and American oil 
companies, they exported a large quantity of its oil to 
their parent nations and allies. Revenues to the 
Kuwaiti government were, until 1951, based upon tonnage 
royalty, Thus, the oil companies saved most of their 
earnings and payed only 12.5 per cent of that to the 
producer government. Their intention was to maximize 
their aggregate earnings. The table-2.2 clearly reveals 
the direct payments to the government of Kuwait against 
the sales of its oil which increased from $ 0.80 
million in 1946 to $30 million in 1951. Though there 
was an astonishing increase in Lhe revenues that 
expanded by 97.3 per cent but the rate of increase 
remained slow between 1946 and 1951 as compared with 
the increase relized after the change of mode of 
payments in 1951. The payment to the government by the 
oil companies, as granted in the agreement of 1934, was 
made at the rate of 13 cents^ .Bej.~hgu:irel as royalty for 
'D iih 
.'i^^>fp 
their valuable natural ^e«p(rrce until ^ l^ B^Nl . But in the 
* r r Ace No. 
Table - 2.2 
Direct Payment to the Kuwaiti Government 
1946-1971 
( in million U.S. dollar ) 
Year 
1946 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 , 
mi 11 ion 
' U.S. $ 
0.80 
-
13.70 
11 .80 
12.40 
30.00 
139.00 
158.00 
217.00 
282.00 
310.00 
338.00 
425.00 
405.00 
465.00 
Year 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
mi 11 ion ! 
U.S. $ ; 
464.00 ! 
526.00 ; 
557.00 I 
655.00 ! 
671.00 ; 
707.00 ! 
718.00 
766.00 ; 
897.00 ; 
897.00 I 
963.00 ! 
1650.00 ! 
Source : (i) Shwadran, Benjanm; The 
Middle East Oil and the 
Great Powers, Israel 
University Press, 
Jerussalem, 1973,pp.411-
16. 
(ii) Khouja, M.W. and Sadler, 
P.G; The Economy of 
Kuwait, MacMillan, London, 
1979, p.26. 
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same year, a new agreement between KOC and the 
government of Kuwait was signed whereby company's 
earnings were to be subjected to a corporate income tax 
so adjusted that the royalty payments and the income 
tax would give the government one half of the company's 
production profits before deduction of foreign tax. 
This brought up the royalty per barrel to approximately 
30 
52 cents . Thus, the government's revenues increased 
tremendously by 78.4 per cent from $30 million in 1951 
to $ 139 million in 1952. However, the payments made to 
the government further increased to $217.30 million, 
$310 million and $425 million in 1954, 1956 and 1958 
respectively, but it declined in the following years to 
$405 million on account of the reduction in oil prices. 
The revenues thereafter went on accelerating as mounted 
to $897 million in 1970. The incroaKo during ]960H was 
attributed to the establishment of OPEC and Kuwait 
National Petroleum Company (KNPC) in 1960^^, and the 
30. Op.Cit. Shwadran, p.411. 
31. Op.Cit. El-Mallakh, p.46. 
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relinquishment of half of the area under concession in 
32 3^ 
1962 , stagnation in oil prices at $1.59 per barrel , 
and the formation of OAPEC in 1968^^. The further 
increase in revenues was mainly owing to the agreement 
signed between KOC and the Kuwait government on 
November 14, 1970 thereunder the tax rate was enhanced 
from 50 per cent to 55 per cent and the posted price 
per barrel of crude oil from $3.59 to $1.68. The Tehran 
Agreement of February 1971 registered an additional 
increase of 24.4 per cent in posted prices which 
35 
ultimately increased the government's revenues . Table 
2.3 and figure 2.4 clearly reveal how the prices of 
Kuwaiti crude oil went up after the Tehran Agreement. 
The export of oil went in an upward trend so as the 
32. Qp.Cit. El-Mallakh and Atta, p.12. 
33. OP.Git. El-Mallakh, p.55. 
34. Tetreault, Mary Ann; The Organization of Arab 
Petroleum Exporting Countries: 
History.Policies and Prospects, 
Green Wood, London,1981, p.40. 
35. Qp.Cit. El-Sheikh, p.45. 
Table 2.3 
Prices of Kuwaiti Crude Oil of 31° API: 1970-87 
( in US dollar per barrel ) 
Effect 
Pre 14. 
Jan.01 , 
Feb.15, 
Jan.20, 
Jan.01, 
JuneOI, 
SeptOI, 
Oct.16, 
Jan.01 , 
JulyOI , 
Oct.01, 
Jan.01, 
Oct.01 , 
JulyOI , 
ive date! 
11.1970 I 
1971 1 
1971 ! 
1972 ! 
1973 ! 
1973 ! 
1973 I 
1973 ! 
1974 1 
1974 1 
1974 ! 
1975 1 
1975 I 
1977 ; 
Price 
($/b) 
1 .59 
1 .68 
2.09 
2.37 
2.48 
2.78 
2.94 
4.90 
1 1 .55 
1 1 .55 
1 1 .55 
11.15 
11 .30 
12.37 
! ^ 
1 Change 
„,. 
5.6 
24.4 
13.3 
4.6 
12.0 
5.7 
66.6 
135.7 
-
-
- 3.4 
1 .3 
9.4 
I Effective date 
Jan.01 
JulyOI 
Jan.01 
JulyOI 
Jan.01 
Jan.01 
Mar.20 
Apr.01 
Jan.01 
Feb.01 
July30 
Jan.01 
Feb.01, 
, 1979 
, 1979 
, 1980 
, 1980 
1981 
1982 
1982 
1983 
1985 
1985 
1985 
1986 
1987 1 
Price 
($/b) 
12.83 
19.49 
27.50 
31 .50 
35.50 
32.30 
32.30 
27.30 
27.55 
27.30 
27. 10 
16.67 
! % 
' Change 
3.7 
51 .9 
41 .0 
14.5 
12.6 
- 9.0 
-
-15.4 
0.9 
-0.9 
-0.7 
Source : (i) El-Mallakh, Ragaei and Atta, Jacob K; The Absorptive 
Capacity of Kuwait, Lexingtion,Canada and U.S.A.,1981, 
p-54. 
(ii) Central Bank of Kuwait: Quarterly Statistical 
Bulletin, Vol.14, No.1, January-March, 1972,p.34. 
(iii) The Middle East and North Africa; Europa Publications, 
London, 1988, p.120. 
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rate of production between 1946 and 1972 but, 
thereafter, the export of crude oil witnessed a decline 
as a consequence of deceleration in the production. The 
volume of crude oil exported reduced by 83.7 per cent 
from 1070.6 million barrels in 1972 to only 173.7 
million barrels in 1985 whereas the export of refined 
oil products surprisingly increased during the same 
period. Revenues to the government have also gone up 
from KD 907.83 million in 1971 to KD 2983.16 million'in 
1985. The situation changed a bit thenceforth as the 
value of crude oil and refined products was estimated 
at KD 2001.58 million in 1988. Despite a decline in the 
volume of crude oil produced and exported, the revenues 
to the government, accompanied slight variations, went 
up as they increased by 228.6 per cent from KD 907.83 
million to KD 2983.IG million bctwccMi ]97l and 1985. 
The increase in revenues during 1970s was attributed 
mainly to the skyrocketing of oil prices in 1971, 1973-
74, 1979-80 and 1980-81, but the nationalization of oil 
industry in December 1975 had synchronized the oil 
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Table - 2.4 
Crude Oil Export and Oil Revenues 
1971-1987 
Year 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
Export 
(000 b/d) 
2775.2 
2925.0 
2641.6 
2203.2 
1803.4 
1790.9 
1624.8 
1761 .2 
2083.1 
1296.5 
813.8 
368.8 
544.4 
658.0 
475.9 
741 .9 
511.3 
— 
' Revenues ! 
,(KD million)1 
907.83 ! 
914.45 ! 
996.56 1 
3020.05 ! 
2456.56 ; 
2519.67 ; 
2477.31 ; 
2520.55 ! 
4412.54 ; 
5086.30 I 
4114.96 ; 
2763.47 ; 
3037.93 ! 
3400.09 ! 
2983.16 ! 
1679.10 ! 
2232.18 I 
2001.58 ! 
Source: 
(i) Central Bank of Kuwait: Quarterly 
Statistical Bulletin, Vol.8, No.3, 
July-September, 1981. 
(ii) Central Bank of Kuwait: Quarterly 
Statistica 1 Bui ZetTV?, Vol . 14, No. 4, 
October-December, 1987. 
(iii) Central Bank of Kuwait: Quarterly 
Statistical Bulletin, Vol.16, No.3 
Jul v-Sot)t.p>mher, innn. 
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trade by diversifying the emphasis from the sale of 
crude oil to the refined products. In this way, the 
increase in revenues, even by lowering the rate of 
production of crude oiJ, could be achieved only when 
the oil industry was compJoLely taken over by the 
Kuwaiti government. The trend of export of crude oil 
and total oil revenues to the government can be 
discerned from table-2.4 and figure 2.5. 
2.5 Infraslructural Developments 
The pattern of growth that Kuwaiti oil industry 
has experienced since 1961 and the development of its 
infrastructure that has evolved is unparalleled in the 
modern history. For a desert country where the fresh 
water has ever been scarce, it was only natural to give 
top priority to solve this problem. Since it was costly 
and irregular to supply fresh water, the government, 
immediately after the establishment of oil industry, 
started looking for an alternative source of supply. 
Thus, to solve this problem, the first distillation 
plant with a capacity of one million gallon of water 
87 
per day was commissioned in 1953 to refresh the se a 
water . The growth of this activity is phenomenal as 
the supply rose from 250 million gallons in 1957 to 6.6 
billion gallons in 1970'^ ''. 
For the export of oil a terminal was installed at 
Fahahil in 1946 and it was provided with gathering-
lines, gas-seperators, storage-tanks and pipelines 
linked with the oil field **. In 1949,tank-loading craft 
was acquired, converted and equiped provisionally and 
anchored off Neutral Zone coast to act as a base depot 
39 
and floating camp near Wafra . In order to keep 
reserve of oil exploited from Magwa and the Burgan 
fields, a gathering centre, n gns-scperation plant and 
a pumphouse were erected .KOC had 16 gathering centres 
36. Khouja, M.W. and Sadler, P.G..The Economy of 
Kuwait; Development and the Role in 
International Finance. MacMillan, Lpndon, 
1979, p.29. 
37. Ibid, p.29. 
38. Op.Cit. Longrigg, p.138. 
39. Ibid, p.215. 
40. Ibid, p.223. 
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in operation, 12 of which are situated in Burgan and 
near Magwa to serve the Magwa and Ahmadi fields. 
Raudhatain, Sabriyali, MinagLali nud JJahra fieldn are 
served by the gathering centre located in north-Kuwait 
which was commissioned in 1962. There are also a few 
gas seperator and gas pumping paJnl.a in Umm-Gudair 
There is a network of pipelines spread all over 
the territory for the smooth flow of oil, its products 
and gas as well. There are 8 main crude oil pipelines 
of different lengths and carrying capacities lying 
between the oil fields and refineries and the export 
_terminals stretching up to the total length of 2388 
42 
miles . There are 6 other pipelines of a combined 
length of 162.8 miles of which 4 pipelines are 
operated by KOC to transport gas and the remaining two 
are operated by KNPC to tr/vnspoit the petroleum 
41. General Oil Affairs Department, Ministry of Finance 
and Industry; The Oil of Kuwait: Facts and 
Figures, Kuwait, 1964, p.25. 
42. OPEC : Annual Statistical Bulletin, 1987, p.110. 
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products , The other mode of transportation of oil, 
its products and gases is shipping Jine which has 
largely been used for this purpose since the first 
shipment for export sailed on from the Fahahil terminal 
in 1946. Kuwait Oil Tanker Campany, the oldest Arab 
marineline was founded in 1957 . It consisted of only 
5 tankers in 1969 but the number of tankers increased 
to 7 in 1975, 8 in 1976, and 10 in 1977. At the time of 
its nationalization in 1979, KOTC had 12 tankers with a 
45 total loading capacity of 2310 thousand metric tons 
In 1985, KOTC held 23 tankers which transported 80 per 
cent of the liquified petroleum gas, 37 per cent of 
petroleum products and 18 per cent of crude oil of 
46 
Kuwait . Thus, the transportation facilities provided 
43. Ibid, pp.102-115. 
44. F.M.A., Arnb World File, No. 163^. 9 Ju ly 1980, 
P . I I 1 - K 1 3 . 
45. Central Bank of Kuwait; Economic Report,1969-19, 
p.41. 
46. Middle East Research Institute; MERI Report 
Kuwait', Croom Helm, I'onnsyJ vania, USA, 
1985, p.74. 
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by the operators made it convenient to carryout the oil 
activities with swiftness and efficiency. The expansion 
in such facilities gave an impetus to the progress of 
Kuwaiti oil industry. 
The pre-nationalization era of Kuwaiti oil 
industry was the base laid down by the concession 
companies but the post nationalization progress is the 
outcome of Kuwaiti government's persistent efforts 
since the power of decision making shifted from 
operators to the producer. The emergence of oil 
industry has brought about innumerable economic 
advantages by creating many more avenues for the 
absorption of Kuwaiti and non Kuwaiti peoples to work 
for further progress. The inception of oil industry of 
Kuwait has also brought about a signiricant change 
in the demographic Structure. The population has 
increased rapidly on account of huge influx of foreign 
workers. In 1957 the first census was conducted in 
Kuwait in which the total population was estimated at 
91 
47 2,06 851 consisting of 55 per cent Kuwaitis . But the 
working population increased by about 97 per cent 
between 1965 and 1985 as a result of (,ho development of 
48 
oil industry and the creation of new jobs . The number 
of expatriate personnels is still high but the Kuwaiti 
government is persistently trying hard to replace them 
by native workers through education and training. The 
Indigenous efforts of Kuwaiti government to boost up 
its oil industi'y have also been proved true in every 
direction. The establishment of KNPC in 1960 and the 
exclusive control over the domestic market of refined 
oil products were the effors of the government in the 
line of progress at the domestic front. The post 
nationalization era is marked with the rapid progress 
of Kuwaiti oil industry as the capacity and production 
of refineries, being important aspect of oil sector, 
47. Alessa, Shamlan Y., The Manpower Plio_bJ._ems in 
Kuwait. Kegan Paul, London, 1981, p. 13. 
48. The Economist Intelligence Unit; Oii/irterly 
St/ttisticnl Uovicw,: Kuwait^ (Annual 
Supplement), London, 1985, p.6. 
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increased manifolds. The production of refined products 
increased from 289.6 thousand barrels per day in 1975 
to 575 thousands barrels per day in 1987 so as the 
aggregate capacity of three refineries expanded from 
609 thousand bari-els per day to 720 thousand barrels 
per day during the same period. The expansion and 
modernization of refineries brought about a massive 
increase in their capacities and production which 
reflect the pace of development of indigenous 
technology. The progress of indigenous technology is 
mirrored by the increase in the levels of reserves of 
crude oil and natural gas which could be attained only 
after the successful exploration and exploitation of 
these hydrocarbon resources. In 1987, the aggregate oil 
reserves were estimated at 94.5 billion barrels whereas 
the natural gas reserves were estimated at 1.20 billion 
cubic metres 
Though the prospects of hydrocarbon resources in 
the West Asian region had emerged with the early 
49. OPEC : Annual Statistical Bulletin, 1987. pp.18-21. 
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discovery in 1908 in Iran but Kuwait was destined with 
this valuable source of energy late in 1938. This 
delayed success was attributed to the protracted 
negtiotions which culminated in an oil concession 
agreement signed in December 1934 between Kuwait and 
the KOC. The oil operations in Kuwait were further 
delayed due to the outbreak of world war II and could 
not be resumed until 1946. The level of development 
that Kuwaiti oil industry has achieved is unprecedented 
in the entire Gulf region though the progress remained 
sluggish in the begining since the oil activities were 
being undertaken by the operating majors. However, the 
unity of oil producer countries in the form of OPEC and 
their unilateral decision taken in the Tehran Agreement 
brought about a remarkable structural change in the oil 
industry. The Kuwaiti oil industry after its full 
takeover by the host government also glittered with 
swift take-off. And oil price-rocketing, after the 
adoption of oil conservating policy, it gave an 
impetus to development. The emphasis was placed on the 
expansion of pre-established downstream operations 
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following the nationalization. Therefore, by having 
full control over its oil industry, Kuwait not merly 
gained power of decision making but added the value 
of its natural resources too. Had the oil industry been 
nationalized and Lhc pace of downstream oil operation 
expanded earlier the picture of the Kuwaiti oil 
industry would have been different. The change which 
occurred due to the nationalization is obvious from 
some scintillating figures. The oil revenues to the 
government increased by 382.5 per cent between 1972 
and 1979 as a consequence of price hike by about 722 
per cent during the same period. It was all coincided 
with a decline in the rate of production and export of 
crude oil by about 23 per cent and 28 per cent 
respectively during the same years. Besides, the oil 
industry observed n structural change in its 
administrative set up after the nationalization which 
consequently influenced its upstream and downstream 
activities. The efforts of Kuwaiti government with 
regard to the expansion of infrastructural facilities 
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and downstream operation are manifested from the 
Installation of number of oil terminals, gathering-
centres, gas-seperators, modorn j y.ation of pre-
established refineries and increase in Lhe numbei* of 
tanker fleets. In this way, the government has not onDy 
enhanced the total refinery capacity of the country 
but also encouraged its export of refined products 
which obviously bring more revcnuoM l,o LVio goverrtmenL. 
The potential of indigenous technology as well as 
workforce have also come into lime ]ight through the 
modernization and expansion of upstream and downstream 
facilities, Kuwait lias so far been successful in 
bringing about a transformation in the whole structure 
of its oil industry through innumerable developments 
though it has yet to look ahead for the future of the 
dominant sector of its economy. The emerging pattern of 
energy consumption and the hopeful expansion in world 
trade due to the sti-uctural transformation in the 
Eastern European economies, Gulf oil industries seem to 
have a better tomorrow. Since Kuwait iias large reserves 
of oil and associated natural gas,it may have good 
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chances of development in case the efforts are made to 
concentrate more on the downstream operations, 
indigenous technology and the manpower. XL has, however 
achieved pretty fiood number of outlets in OECD but 
still have to capture more shares in the world oil 
market in order to enhance trade and overall socio-
economic development. Since oil industry still occupies 
central place in the economy, it is desirable for 
Kuwait to make further efforts in the development of a 
viable economic alternative. The efforts of the Kuwaiti 
government made in this regai-d throiigh various plans 
and policies have been analysed in the following 
chapter. 
liLii 0 03] \m (m Mi 
OIL POLICIES AND DOWNSTREAM OPERATIONS 
3.1 An Analysis Of Government Policy 
The Kuwaiti economy is of an unusual type because 
of two basic factors; one, huge income on account of 
heavy crude oil export and Lwo, small size of area and 
population. Thus, the rate of economic growth was at a 
faster pace in the beginning coexisted with the 
imbalances in the economy. The serious imbalances were 
experienced by the Kuwaiti economy in its factors of 
production, different sectors and the investment mix as 
an outcome of an inadoquato roHourcc base . This 
situation occurred due to the disparities in the 
distribution of oil revenues among all the sectors of 
the economy and their low absorptive capacities which 
happened to be the result of constrained utilization of 
the indigenous resources. Prior to tho independence of 
the country and the establishment of the constituted 
parliament in 1961 find elected parliament in 1963, 
1, El-Mallakh,Ragaei;Economic Development and Regional 
Cooperation; Kuwait,Chicago. 1968,p.5. 
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Kuwait had no sound budgetary system and a well-
established and organized admjnisLraLion. Lack of 
expertise in modern public administration, planning and 
budgeting and other tools vital for effective 
management were the factors responsible for duplication 
of work in many sphares, less coordinated various 
government departments and high costs . All the sectors 
of the economy could not be flourished equally due to 
the predominance of oil sector, undeveloped primary 
sector (agriculture) and the lack of human capital 
formation. But with the increase in oil revenues as a 
result of a continuous increase in oil production, the 
formation of OPEC which helped in stagnation and later 
pushing up oil prices, and the independence of the 
country which enabled the «ovornmont of Kuwait to 
increase its participation in oil operating activities 
induced the planners and policy makers to make optimum 
use of their depleting asset for future generations 
through a sound planning and management. The Kuwaiti 
2. Al-Sabah, Y.S.F., The Oil Economy of Kuwait. 
Kegan Paul, London, 1981, p.106. 
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economic policy can be well assessed by having a closer 
look at its plans and policies of which initiation 
streamlined a diversified and swift development of the 
economy. 
3"2 Planning and Economic Policies 
The Kuwnil-i economy o\ per i oncod rnpid 
diversification as a consequence of upstream of oil at 
commercial scale in 1946 but the establishment of 
Development Board in 1952 «Ave an impetus to the 
overall progress. The Board was set up with the motives 
of planning and coordinaLing consLrucLion acLivities 
3 
particularly with regard Lo public utiJities . The 
progress was, therefore, observed in the form of water 
disalination plant HL Shwaikh whith atroamlined the 
development of small scale industrial activities in the 
19508 in Kuwait. The indopendence of the country 
brought about many structural changes in the economy 
but the major efforts of the Kuwaiti government, in 
3. Khouja, M.W. and Sadler, P.G; The Economy of Kuwait: 
Development and the Role in International 
Finance. MacMillan, London, 1979, p.30. 
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order to promote industrialization in the country, were 
proved successful with the establishment of Shuaiba 
Industrial Zone. Tn rospoiiao l.o 1 ho apoody oconomic 
development, the government posed a sense of priority 
of having a clear picture of various sectors of the 
economy since an acurate national income account was 
needed for the sound economic plaiujing and fruitful 
policies. Therefore, to achieve these goals, the 
Development Board in 1961, which was entrusted with the 
responsibilities of planning and advising the 
government on economic policy related to the 
identification of new development projects. But,having 
found the purpose unfulfilled, the government of Kuwait, 
had to extend an invitation to the International Bank 
for Reconstruction and Development- (IBRD) in order to 
achieve the task of focussing a brighter view of the 
4 
economy and proper planning . The ruler of Kuwait H.H. 
Sheikh Jabir Al-Ahmad Al-Sabah was the principal 
architect of Kuwait's policy and planning as he, 
4. Qp.Cit. Al-Sabah, p.80. 
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being the Proaidont of Uhc Dor>nr(.mon t of Finnncio and 
Economy in 1961, had extended his noble advice and 
generous support l-o the Dank mission. 
The IBRD had sent two missions;first in 1961 and 
the second in 1962. The first mission could not bring 
much positive results on account of scanty informations 
available on various aspects of the economy but the 
second mission brought forth many things which were 
mentioned in its report. The outlines of the previous 
five year plan were drawn on the basis of the final 
report of IBRD. 
The resource potential, capital surplus and the 
Imbalances in the economy induced the architects of 
the plans in Kuwait to design a r>ol icy in such a way 
that the socio-economic development of the country 
could be made possible by making optimum use of the 
indigenous resources. The initial })lan which released 
in April 1967 spanning the period from 1967-68 to 1971-
72 had the more conservative and reaJistic approach of 
evaluating revenues as to lower tlie growth rate target 
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with the rationale that such increments can be realized 
and surpassed under favourable conditions . In this 
plan, tentative estimates were made on the basis of 
historical background due to the unavailability, of 
sufficient and reliable current statistical data 
regarding many aspects of the economy. The Industrial 
Development Committee, which was set up in 1965, 
recommended the two sets of objoctives of planning 
which were as follows : 
3.3 Long Term Objectives 
These objoctivoa donlL with Lho basic aLructure of 
the society to actuate socio-economic principles, were: 
i - Building diversified self sustaining economy 
with emphasis on non-oil sector. 
ii - Developing infrastructural facilities, i.e; 
transportation, roads, communications, hospitals 
etc . 
iii- Ensuring a high rate of economic growth. 
5. Qp.Cit. El-Mallakh, p.124. 
6. Ibid., pp.124-127. 
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Increasing Kuwaiti population to achieve majority. 
Raising the standard of education and training. 
Creating employment opportunities. 
Ensuring a rise in Kuwaiti labour force. 
-Limiting the non-indigenous manpower except in 
highly technical areas. 
Realizing a greater degree of social Justice. 
Inviolable proprietry rights to the citizens and; 
Working towards Arab economic complementarity. 
Short Term Objectives 
The objectives more immediate in nature were: 
Increasing the Gross Domestic i*roduct by 37 per 
cent averaging 6.5 per cent during the first five 
year plan which in turn would increase the 
upstream of oil by 6 per cent atuiually. 
ii - Economic diversification through two ranges: 
(a) Short run - directed towards the reduction in the 
high degree of dependence of the economy on 
housing, construction and trade sectors. 
105 
(b) Long run - the aim of alleviating the predominance 
of oil sector in the construction of the economy. 
Thus, widespread industrJalizat. Ion would diminish 
the dominant position of oil sector, 
ill- Providing soc lo-oconomic opporLuniLies Lo the 
population by reducing the number of expatriates 
by 2000 every year, 
iv - Developing the human resources through education, 
training and raising health standards. 
V - Improving t.ho sLnndnrd of liviiiu by upgrading the 
quality as well as the quality of public 
services. 
vi - Improving infrastructure in ordor to reduce the 
social overhead capital, 
vii- Redistributing the income and wealth by increasing 
wages. 
viii-Creating geographical balance between cities and 
towns. 
Thus, the plan seems to be the cornerstone of the 
later plans and the precedence in order to achieve the 
institutional and organizational -^ oLvip to sustain 
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future planning. In its first development pl&n, 
government's policy aimed at investing for such 
projects whicli migJit (Joom to bo Lhe greatest 
contributors to the development of socio-economic 
infrastructure. The emphasis was given to the actual 
development and its consistent flexible approach. The 
main thrust of the plan was towards diversification of 
the economy from single source reliance to the 
7 
multidirectional approach . 
The policy, thus, aimed at the priority of making 
up the investments so that the absorptive capacity of 
the economy could be enhanced. Curtailing from the 
keynesian theory, the investment is the transaction of 
ownership of existing cai>i(.al good.s, or in ol.lier words, 
it is the purchase of now factories, plants and 
machines etcetra in order to steal the opportunity 
cost. The investment is mado oxpect-ing for a yield of 
return in future. It depends upon the marginal 
efficiency of capital or level of consumption which 
7. Ibid, p.127. 
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consists of demand for investment goods, i.e; derived 
demand which ultimately depends upon the current 
expenditure on consumption. Its variations are 
responded by the rate of investment. Investment may be 
autonomous or of government such as on the development 
of infrastructural facilities, and induced such as on 
fixed and capital stocks which depends more upon income 
and marginal efficiotu-y of cnpil-al Uwui the rato of 
interest. The Kuwaiti economy could gain by enhancing 
its capacity to absorb the rovonuo surpluses. In other 
words, the current investment would increase the future 
consumption and the returns, thus, opening more avenues 
for future investments. Since the domestic absorptive 
capacity of the Kuwaiti economy was too limited to 
absorb the increments in revenues and savings, the 
government infused the policy, in the first five year 
plan, of making up more investments abroad. The 
effectiveness of the policy is discernible from the 
table-3.1®: 
8. The Planning Board, Kuwait; The First Five Year 
Plan 1967-68 to 1971-72, (1967) pp. 53-106. 
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Table - 3.1 
Savings and Investments in Base Year 
and Final Year of Plan ( At Base Year Price) 
(In Million U.S. Dollars) 
Savings and Investments 
Total Savings 
Domestic Investment 
Foreign Investment 
Total Investment 
1966-67 
610.4 
420.0 
190.4 
610.4 
1971-72 
876.4 
582.4 
292.0 
876.4 
The main policy of the plan revolves around the 
oil sector which was considered the central pole of the 
Kuwaiti economy. Since oil sector accounted for more 
than 90 per cent Lo GDP and was expected to sustain its 
dominant position for a long Kuwaiti govornmoni, planned 
to invest a substantial amount on the development of 
pre- established downstream industries and the 
inslallation of more oil-bnsoH i IKIUStrios. Tho 
general policy aimed at the diversification and 
moblization of the resources in order to attain a 
lO) 
sustainable rate of economic growth. To establish an 
industrial base and materia]ize this policy, the 
government of Kuwait allocaLcd $280 million in its 
previous budget with a projected increase of about 4.1 
per cent to GDP by the fiscal year 1971-72. But the 
policy seemed to be getting away Ineffoctivo in the 
wake of high rate of depiction of oil owing to which 
the level of oil reserves were sinking . Thus, this 
situation not only snatched the attention of the 
government and the public but also induced the Kuwait's 
planners to adopt an oil conservation policy which in 
detail is as follows: 
3•5 Oil Conservation Policy 
A Flash Dack: 
Prior to the Tehran Agreement in 1971, the revenues 
to the government, despite an increase in oil 
production, were not increasing witVi the same pace. The 
oil industry was considerd t,o be \,]\c buyers' market. 
9. Ibid, p.128. 
110 
There was no control of the producer government over 
the operating practices of the oil companies which 
drilled where they liked and produced as much oil as 
they wished . Since the demand for oil and p.ts 
products was increasing sharply owing to the speedy 
recovery of war ravaged economies of the industrial 
nations after the termination of World War II, the 
operating majors begn*n to ex]>loit, IJio oil fields 
particularly in the West Asian region. It is also 
substantiated from the fact that botwcoii 1950 and 1970, 
massive discoveries of oil took place primarily in this 
region. These discoveries involved low marginal costs 
that created the impression of huge oil reserves and 
resources available to the world . The increasing 
demand for oil products in industrial countries led to 
a row of swift industrialization. As a result of it, 
new refineries and petrochemical industries were 
constructed and the old units were expanded and 
10. Qp.Cit. Al-Sabah, p.27. 
11 . E l - M a l l a k h , Ragae i , ( ed ) ; OPEC: Twenty YeLarLs_ajid 
Beyond . W e s t v i e w , C o l a r a d o (USA), 1982 , p . 7 8 . 
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modernized which ultimately puL a strain on Lhe oil 
fields particularly of the Gulf states since they were 
entirely being oporaLod by the majors. Production of 
crude oil in Kuwait continued in n risinj? trend 
throughout the fifties and sixties until the supply of 
oil declined as a result of technical and political 
problems. The majors used to take up Kuwait's only 
natural resource as an alternative of Lhe scarcity of 
oil in the world markot. This situation oincrgcd on 
account of the stoppage of supply and deceleration in 
oil production in other Gulf countries. It appears that 
the stoppage of oil supplies in 1951 and 1961 was the 
aftermath of nationalization of Iranian oil industry by 
Dr. Musaddegh and the conflict between General Qassim 
12 
of Iraq and the operating majors respectively . The 
other things which induced the majors to exploit and 
produce oil in this region were: the low cost of 
extraction and the technial capabilities of the oil 
facilities in the Gulf states particularly Kuwait. 
12. Qp.Cit. Al-Sabah, p.36. 
1 12 
Thus, the high rates of oil production caused a 
decline in actual reserve-production ratio. As the 
production approached the reserve-production ratio 
declined further which consequently lessened the 
lifespan of the reserves of crude oil and natural gas 
in Kuwait. The unscrupulous exploitation of hydrocarbon 
resources at a faster pace on one hand and undercutting 
of oil prices in 1959 and 1960, though stagnated after 
the formation of OPEC and the independence of the 
country on the other caused a deep concern on the part 
of Kuwaiti government. The huge production of natural 
gas and its wasteful flaring in abundance, since it is 
found associated with crude oil in Kuwait so as in the 
entire region, turned to ho n major i MHVIO wliich W/IH 
discussed in the parliament during 1969 and 1970. The 
operating companies had flared several million cubic 
feet of gas every day which had infuriated the Kuwaiti 
public in general and intelligentsia in particular 
since they considered it as sheer wastage of their 
valuable natural resource. On 28 October 1970 when the 
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session of parliament was convened, the gas industry 
was 'de-facto' nationalized * . When the production of 
crude oil began to increase at a faster pace and the 
reserves dwindled, the OPEC member countries felt an 
urgent need of conserving their vfiiuablo non-renewable 
natural resource so that the supply of oil would be a 
determining factor in realizing higher prices. The 
governments of OPItlC membor nations had already been 
urged and recommended through the OPEC Policy 
Statement of 1968 to issue the written instructions and 
regulations to the operating companies to conserve 
their oils. These recommendations were initially 
implemented in certain countries but later in the rests 
as well . 
3.6 Adoption of Oil Conservation Policy 
After the Teheran Agreement in February 1971, the 
oil industry transformed itself from buyers' market to 
13. Ibid.p.34. 
14. Al-Otaiba, Mana Saeed; OPEC and the Petroleum 
Industry. Croom Helm, London, 1975, 
p.157. 
11'4 
sellers' market. The first price rise in 1971 to some 
extent had stablized the position of oil producing 
countries. The year 1972 was the turning point in the 
history of Kuwaiti oil industry when the government of 
Kuwait deliberately adopted the strict conservationist 
policy. The production of crude oil had readied its all 
time peak of 3.28 million barrels per day in March of 
the same year. Thus, in the following month, the 
pressure of domestic public opinion demanding a policy 
of oil and gas conservation ultimately culminated in a 
parliamentary legislation, when the government set the 
first limit on the annual average crude oil production 
1 5 
at 3 million barrels per day . The eruption of Arab-
Israel war in 1973 gave way to Kuwait to further 
reduce oil production as a result of its boycotting 
1 R 
policy . The conservation laws were enacted to put an 
15. El-Mallakh, Ragaei and Atta, Jacob K; The 
Absoptive Capacity of Kuwait, Lexington, 
London, 1981, p.18. 
16. Op.Cit. Al-Sabah, p.48. 
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end to the wasteful production techniciuea practiaod by 
the operating companies and to make some use of 
conservation and rationing experiences of the United 
State of America since it was the first country t^o 
adopt such policy with a view to make, economically and 
technically, optimum uso of depletable vital nat-ural 
17 
resource . 
Though the production of oil continued to decline 
as a result of the adoption of conservation p]icy but 
the revenes even then increased tremendously. The 
upsurge in oil revenues attributed to the sky rocketing 
of oil prices which was observed mainly during the years 
1971-72, 1973-74, 1979-80, and 1980-81 respectively. 
The prices of the Kuwaiti crude of 31 API increased by 
about 1598 per cent btween February 1971 and January 
1981. Hence, the increasing oil prices despite a 
substantial deceleration in oil production put a 
problem before Kuwaiti government to absorb its 
17. Dr. Al-Chalabi, Fadhil J; "The Concept of 
Conservation in OPEEC Member Countries" 
OPEC Reveiw, Vol. Ill, No. 3, Autumn 
1979, p. 16. 
1 16 
incomes, It led the government to sot anotlier limit of 
18 
merely 2 million barrels per day of oil in 1975 
Above all,the "Supreme Petroleum Council" was set up on 
26 August, 1974 which was entrusted with drawing up the 
general policy in regard with the preservation and 
utilization of oil i-esources and the development of 
industries related thereto within tFie context of l^iio 
country's overall policy and socio-economic 
19 
development . In order to execute these policies, the 
"Committee for Supervision and Coordination of Oil 
20 
Industries" was established on 27 July, 1975 . The 
main task to be achieved by this committee was to 
coordinate and follow up of the activities of the 
operating majors in order to etiharice the degree of 
integration. This was followed by the establishment of 
"The Council of Preservation of Oil Wealth" in December 
18. Qp.Cit. El-Mallakh and Atta; p.18. 
19. Central Bank of Kuwait ; Economic Report, 1977, 
p.18. 
20. Ibid, p.18. 
1 17 
1975 which encompasses the execution of the above 
mentioned policy through many ways, mainly the 
specification of the appropriate rate of crude oil 
production 
3.7 Implications of the Oil Conservation Policy 
Many implications may be derived from the policy 
discussed above but Kuwait's case seems l.o be based on 
exogenous and endogenous variables which might be 
effective for its economy. Exogenous variables are 
broadbased and matching with th6 OPEC's policy 
regarding production and prices of oil. This way Kuwait 
shared, with other members of OPEC, the responsibility 
of maintaining equilibrium between the world demand for 
and supply of crude oil which resulted in an upsurge in 
oil prices. Endogenous variables might induce Kuwaiti 
government to manipulate the extent of deviation of its 
domestic policies since OPEC has no control over the 
21. Middle East Economic Survey : Vol. XJX, No. 12, 
9 January 1976, p.3. 
1 18 
22 
activities of individual member countrlcB . Tn this 
way Kuwait migh take advantage of positively affecting 
its economy from within and outside the country. The 
policy implies several other interpretations wtjich are 
23 
discernible from the following points : 
I - This policy was adopted hoping that oil reserves 
could last for about a century or so due to the 
limited production, thus, it would result in a 
longest lifespan. 
II - The policy would go along with demand for higher 
pricesofoil. 
III -The production should not have exceeded the 
potential production capacity of Kuwait which was 
estimated at 5 million barre^ls per day at that 
time. 
IV - The motivation behind this policy seems to have 
been the domestic economy's low capacity to absorb 
22. Atta, Jacob K; "The Oil Policies of Kuwait: An 
Outsider's Interpretation", Journal of 
Energy and Development, Vol. 6, Nos. 1-2, 
Autumn 1980-81, p. 154. 
23. Qp.Cit, El-Mallakh and Atta; pp. 18-23. 
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the incre/iHin^ oil rovomioa, firHL duo Lo oil 
price hike and second on account of rising rates 
of production. T I, is subs t nnt, i n Led from thie fftcL 
that Kuwait needed only 17.3 per cent of the 
quantity of crude oil produced in 1972 to cover 
development expendi l,ure and domeatic consumption. 
V - Demand for higher prices fof Its oil and the 
country's urge for securing higher participation 
in operations of oil industry made it essential 
to curtail the production level of 1972. 
VI - Wasteful flaring of asaociatoci nnturnl gas could 
be prevented by conserving oil and gas and 
asserting policies of expanding the absorption of 
domestic economy. 
VII- The heavy crude of Kuwait of 31 API could be sold 
easily in the western markets only by regulating 
its production. 
Vlll-Uncertalnties in the world political economies and 
the potential for future increase in olJ prices 
would have been the factors behind the adoption of 
this policy. 
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The reuLizaLion of Lhe significance of 
conservation by the Kuwaiti government is manifested in 
the later plans. As soon as the conservation law was 
passed) the rcgulaLions were Imposed on ail consumers 
to abide by them. This led to immediate savings 
through minimized fJaring of associated gas and 
implementation of projects such as the I/PG Recovery 
plants. The consumers were stressed upon to curtail 
their current fuel and gas consumption in Kuwait. 
Special auditing teams wore appointed to carry out 
surveys leading to analyse the energy consumption and 
the pattern of losses In vai-ious projects . Thus, the 
savings in the fuel and gas consumption not only made 
it advantageous to the country to save the costs spent 
on it but also stretched the lifespan of the reserves 
of these natural resources longer. Hence, the 
conservation policy impJies that its direction was 
paralleled to the policies of OPEC which, through its 
Policy Statement of 1968, urged the member countries to 
24. OAPEC Bulletin; Vol.9, No.10. October 1983, pp.7-8. 
IP. 1 
make the future of their non-renewable depleting 
resource by adopting conservationist policies. From 
this policy, the applicability of theory of the mine 
can, thus be discerned. The theory encompasses the key 
economic decisions of when to extract and use the 
limited stock of resources that the mine contains. This 
decision involves a st-rict trndo-off between the 
present and the future,i.e; what is used today can not 
be used tommorrow and what is conserved can not be used 
today. This is concerned with the allocation over time 
of non-renewable natural resources. It can be infered 
from the theory that both immediate use nnd delayed 
use have advatages. On the one side, the immediate or 
present consumption grntif les t.ho consumer demand 
without delay ov permits the use of the resource for 
investment i^ vu'poscs thereby incresing future supply of 
productive cai>itaL. But on the other side, t-he non-
renewable resource can be conserved in its original 
form beneath the earth, thus, what is not being used 
today will be scarce tommorrow and more vaJ viable. 
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When the resource, 'here in this case is oil', 
exists in known and fixed quantity and the cost of 
extraction is low, the trade-off between current and 
future consumption depends on the structure of the 
market. Under the perfect idealized conditions or in a 
competitive market a producer can sell his oil on a 
bench mark. The only decision left in such a condition 
ia whether to extrnci, their oil or- HMH nrui HO I 1 it MOW 
or to conserve all or a portion for future. In the 
1970s the world oil market had been thirsty which made 
it an ideal condition for the oii producers, 
particulerly whose economies were wary of surpluses, 
U l U l l u l l I I m m I I I i . i l . i n l n n i n n r. f f> n n o Q T ' ^ H n rf m r • g ^ - n f t h p i f 
oil beneath the ground for future. By keeping the 
reserves in the form of energy Kuwait, therefore, 
increased the value of its resource in future. Only 
that quantity of oil and gas was produced. which was 
essential to meet the requirements of consumption in 
its original form and in the form of revenues to cope 
with the needs for development expenditure. This refers 
to the attitude of the producers of oil and gas who 
1ii3 
took conservation of their oil resources necessary 
because of the following reasons: 
I - Oil is an exhaustible national capital, its 
utilization can optimize the rate of development 
which refers to a long-term structural 
transformation that can not be attained by one 
generation. Tn other words, fut.ure wo I faro can not, 
certainly be achieved by maximising current 
welfare which means the conservation is essential 
for future and Jong term development. 
II - Since Kuwait had lesser potential for structural 
diversification owing to the scarcity of natural 
resources other than oil and manpower; oil 
represented the only viable opinion of long term 
technological changes, hence to sustain future 
growth through hydrocarbon based industrialization 
which met public expenditure to maintain levels of 
employment and to balance external payments. Oil 
is, for these reasons, continually needed as long 
as new sources of income are not created. An 
^:lH 
immediate conversion of oil depletion into new 
sources of income generation is not permissible by 
such conditions. For a long term socio-economic 
development, oil reserves must have • a 
25 
proportionately longer life span 
III- The need for conservation in the Gulf region is 
essential the fact that the rate of depletion were 
highest in the world. As the reserve to output 
ratio declined continuously and dramatically which 
could have been catastrophic for the economic 
development, the concept of conservation I'cached a 
consensus among the producers 
IV - The approach to the conservation of oil was 
morally and politically justified. The pressure on 
depletion were rational to check the over 
consumption and over spending and to create viable 
socio-political conditions for future generations 
on the one hand, and to fulfill the financial 
25. Qp.Cit.. Al-Chalabi, p.17. 
26. Ibid, pp. 18-19. 
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needs, as a moral as well as political obligation 
of the less developed countries through aids on 
27 the other 
V - The low obsorptive capacity due to the scarcity of 
natural and human resources motivated for the 
foreign investment of surplus of oil revenues in 
28 
order to generate a new source of income . 
Thus, the motivation behind the oil conservation 
policy was to make optimum use of oil revenues by 
avoiding over-consumption, over-spending or wasteful 
use of the resource, in order to create a hydrocarbon 
industrial base so as the present and future 
generations might enjoy this natural gift bestowed on 
them. It stressed upon the investments on developmental 
projects and to keep reserves for future generation as 
well. 
The continuous upswing in oil revenues between 
1972 and 1981, as a result of increase in oil prices 
27. Ibid, pp. 21-22. 
28. Ibid, p. 22. 
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induced the Kuwaiti <?overninenL to further drop its 
crude oil production. The conservationist policy was 
more forcefully exocuLed in 1981. AH LL is true to the 
view of Oil MinisLer, H.E. Sheikh Ali Khalifa Al-
Sabah 
"The country's oil policy requires the optimum 
exploitation of oil reserves and Lhoir conservation for 
\ as long as possible in their natural reservoires, and 
2 9 
consequently the limitation on production" 
The rate of production was, therefore, kept low 
until the revenues declined on account of a decrease in 
oil prices in 1981. The reasons behind the upsurge in 
oil revenues were the oi] price-rockeLing and 
mobilization of Lhe reveruics, in the establishment of 
an industrial base mainly of derivative industries 
could, therefore, be nchleaved only /iftor the fuJ 1 Lake 
over of oil industry by the government which brought 
about a change in the pattern of ox[)ort from mere crude 
oil to its products. 
. ^ ^ 
Sheikh Ali Al-Khalifa Al-Sabah has later 
advocated the scrapping of oil production-quota as 
to enhance the sustainabJe capacity since the 
demand for oil started rising. 
29. OPEC Bulletins; September 1982, p. 25. 
Y'lJ 
Although, the planners had chalked out an economic 
structure and set up certain goals in the first plan 
but the development projects were ignored in the 
beginning. The firsL two plans were drawn but not 
strictly pursued. The second phase of development 
planning (1971-76) begining with the upswing in oil 
prices seems to have been more emphatic as stressed on 
30 
the following objectives 
i Diversification of the sources of national 
income. 
ii Development of human resource in the technical 
and administrative fields, 
iii Absorption of concealed employment in commerce 
and civil services , a;nd 
Iv More than 80 per cent of the tol.nl investment-
envisaged under the industrial plan was 
earmarked for export-oriented industries. 
Besides, many more incentives were thereafter 
promised to give to the private investor in order to 
30. Op.Git., pp.96-97. 
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Although, the planners had chalked out an economic 
structure and set lip certain goals in the first plan 
but the development projects were ignored in the 
beginning. The first two plans were drawn but not 
strictly pursued. The second phase of development 
planning (1973-76) begining with the upswing in oil 
prices seems to Fiave bet»n morf omj)h/itic as stressed on 
30 
the following objectives 
1 Diversi ri cati on of \.\\n sources of nationa.1 
income. 
ii Development of human resource in the technical 
and administrative fields, 
iii Absorption of concealed employment in commerce 
and civil services,and 
iv More than 80 per cent of the total investment 
envisaged under the industrial plan was 
eai'marked for export-or i onted industries. 
Besides, many more incentives were thereafter 
promised to give to the private investor in order to 
30. Qp.Cit.. pp.96-97. 
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encourage their participation in the industrial 
development programme. The industrial development Bank 
was, thus established to expand industrial investment. 
The planning and the government policies regarding 
socio-economic development of the country have ever 
been based on the volume of oil receipts which were 
diverted into other channels. Bu a large part of the 
GDP was invested on development projects. Through the 
Law-106 of 1976 the government has therefore been 
prompt in allocating 10 per cent of its annual revenues 
to constitute the Reserve l-'und for- Ful.ure Generations 
(RFFG),^ -*^ . 
In the l.hird fivo yo/ii- i>lrui ( 1 <)7C./7 7-1 OMO/M I ) , 
the government geared its policy towards the broadening 
and diversification of the productive base of the 
economy and raising Lhe welfare of the population. This 
plan placed a strong emphasis on industerlization in 
32 
order to diversify the economy' . Higher priority in 
31. Ibid, p.35. 
32. Central Bank of Kuwait; Economic Report: 1976,p.16. 
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this regard has, however, been given to the capital-
intensive and export-oriented industries directed at 
expanding the country's petroleum refining capacity and 
ptrochemical industries, and increasing considerable 
amount of production of natural and liquified gas. The 
private investment was also encouraged. In this regard, 
an estimated KD 145 million were invested by the 
private sector intending to produce manufacturing goods 
for domestic as well as neighbouring countries' 
33 
markets . Industrial Bank of Kuwait has also been 
proved of immense help as it provided a loan of KD 100 
million to finance the industrial projects at 
concessionary terms in order to speed up 
industrialization. The plan gave the high priority to 
the infrastructural projects particularly to enhance 
the production capacity of Lhe country, it includes 
water and power plants and the modes of transportation. 
The development of human resources through education 
and training was also put on priority in the same plan. 
33. Ibid, p.17. 
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The priority accorded to growth in the non-oil sector 
in all the plans through the development of oil-
derivative industries. The reson behind the 
diversification of resources was one and only that oil 
being non-renewable and depleting source could no 
longer remain as the base of the Kuwaiti economy and it 
had to be replaced by some non-oil economic base.The 
upsurge in oi] x-ovonuoa onstiod fcom pr j ce-rockoLing 
in the 1970s resulted in huge surpluses of government 
revenues which could only be absorbed by the capital 
intensive industries and other development projects. 
Keeping in view the future of the economy, the Kuwaiti 
government left no stone unturned in making its eforts 
in building up enormous devclopmont projects which 
absorbed a substantial part of surplus funds. Kuwait 
had no formal economic development plan, though, the 
economic guidelines were set for the periods-1967/68-
1971/72 and 1976/77-1980/81^''. PJanning strategies, 
however,exist in specific economic sectors particularly 
34. Economist Intelligence Unit; Country Profile: 
Kuwait, 1988-89, London, p.8. 
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in oil and gas, industrial development, infrastructural 
development, eJ ectri ci i.y and wnt.pr, and public health 
services. The intention of the planners is, therefore, 
35 discernible from the following strategies* . 
i Development of downstream oil industries through 
expansion of refining capacity and 
transportation; and acquisition of retail 
outlets overseas. 
ii Diversification of resources (public revenues) 
thro»4gh industrialization and expansion; and 
promotion of financial sector in order to 
generate revenues from non-oil sectors. 
iii Improving and maintaining nation's 
infrastructural facilities suc^ h as transportion 
and communication etc. 
iv Increasing generation of power and disalinated 
water to cope with tiie expanding demands. 
V Improving public services and providing them to 
35. Middle East Research Institute; A/F/2I Report: Kuwait, 
1985, Pennsylvania (USA), p.66. 
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the Kuwaiti public uL minimal cost, 
vi Providing adequate housing facilities to the 
public. 
vii Promoting the participation of private 
investment in the domestic production. 
The economic planning, thus, focusaes strongly on 
the rationalization of public expenditure, giving 
priority to the productive investment and the projects 
of social significance. It is substantiated from the 
fact that the planning goals emphasize on public 
expenditure rather than revenues. There are indications 
of increasing essentially needed schemes and reducing 
unnecessary spending as well 
The key economic indicators shown in the Table 3.2 
clearly reveal to what extent Kuwaiti government has 
been able in materializing its planning and policies. 
It is essential here to explain that the public 
revenues in Kuwait originates from three main 
sources. The most important single source is receipts 
36. Central Bank of Kuwait; Economic /Report,1983,p.142. 
Table - 3.2 
KEY ECONOMIC INDICATORS 
( In Million Kuwaiti Dinars ) 
Year 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
IQDP at. 
Current 
Prices 
1463.97 
1604.14 
3811.72 
3484.62 
3836.49 
4051.60 
4264.32 
8739.87 
7741.09 
6985.81 
6212.27 
6134.19 
6380.77 
5918.30 
|0n Sector's 
[Contribution 
914.45 
996.56 
3020.05 
2456.56 
2519.67 
2477.31 
2520.55 
4412.54 
5086.30 
4114.96 
2763.47 
3037.93 
3400.09 
2983.16 
1 Public 
lExpendi-
Iture 
1 
1 
1 
1 
347 
397 
537 
1085 
1087 
1309 
1656 
1682 
2192 
2630 
3097 
3158 
3120 
3156 
iDav. 
lExp. 
51 
60 
73 
129 
204 
353 
494 
499 
463 
492 
658 
662 
750 
756 
[Surplus 
77 
201 
138 
1186 
2873 
1724 
1441 
2016 
4776 
3774 
1262 
1066 
1319 
729 
Ratios 
[011-QDPlTotal 
• 
62.5 
62.2 
79.3 
70.5 
65.7 
61.2 
59.1 
64.5 
65.7 
59.0 
44.5 
49.5 
53.3 
50.4 
IExp-QOP 
1 
1 
23.70 
24.74 
14.08 
31.13 
28.33 
32.30 
38.83 
24.59 
28.31 
37.64. 
49.85 
51.48 
48.89 
53.32 
( X ) 
iDev. 
Exp-GOP 
3.48 
3.74 
1.91 
3.70 
5.31 
8.71 
11.58 
7.29 
5.98 
7.04 
10.59 
10.79 
11.75 
12.77 
IDev- 1 
1 Total! 
I Exp. ! 
14.691 
15.11! 
13.59! 
11.88! 
18.76! 
26.961 
30.01! 
29.66! 
21.12! 
18.70! 
21.241 
20.971 
24.03! 
23.95! 
Source : 1 - Central Bank of Kuwait, Quarterly Statistical Bulletin, Vol .8 No.2 
Apr i l -June 1978. 
1 i - Central Bank of Kuwait, Quarterly Statistical Bulletin, Vol .5 No.2 
Apr i l -June 1981. 
i l l - Central Bank of Kuwait, Quarterly Statistical Bulletin, Vol .8 No.3 
July-September 1981. 
1v- Central Bank of Kuwait, Quarterly Statistical Bulletin, Vol.12 No.2 
Apr i l -June 1985. 
V- Central Bank of Kuwait, Quarterly Statistical Bulletin, Vol.14 No.2 
Apr i l -June 1987. 
v i - Central Bank of Kuwait, Quarterly Statistical Bulletin, Vol.14 No.4 
October-December 1987. 
13'f 
from oil. The i-omaining two sources are income from 
investments and other tax and non tax receipts. The oil 
revenues comprise exports of crude oil, refined 
products and LPG. The government revenues are 
distributed among three heads of public expenditure, 
i.e., current, development and land purchase. Since 
public expenditure is one of the principal instruments 
whereby the government are enabled to realize its 
varied national aspii-ati ons, it similarly acquires 
special importance in kuwait as well. Under 
the prevailing circumstances, public expenditure is a 
dominant force in the Kuwaiti economy setting the pace 
of economic activity and the trend of country's balance 
of payments. It is coonsidered to be the main stimulus 
of the economic activity in view of the large amounts 
of funds injected by the government in to the economy. 
This characteristic has acquired more weigtage since 
oil revenues stfirted increasing substantially, a major 
portion of which is used to finance the bulk of public 
expenditure. The role of public expenditure in the 
Kuwaiti economy is not limited but also to steering 
135 
country's overall long-term development. 
The dovol.oi>monl- ox j)on(l i l,u to is of pnrnmounL 
significance as it contibutes to enhance the productive 
capacity of the country. It is evident from the table 
that the expenditure on development projects increased 
from KD 51 million in 1972 to KD 756 million in 1985 
registering a 15 foJd increase. Tliis has been in a 
continuous rising trend throughout the period from 1972 
to 1985 except for the year 1980-8 1 when it slightly 
slipped downward. Development expenditure upto 1978 had 
been increasing at much higher rates than GDP and the 
aggregate public expenditure. It had, however, declined 
during the 1980s except for the year 1981-82. 
Development expenditure, increased as the ratio of 
total expenditure, had continuously increased during 
1972-78 except for the year 1974-75. Its size had 
reduced to some extent during 1980K as a consequence of 
diminishing oil revenues. The average rate of growth of 
development expenditure was 24.1 per cent during the 
period under review mainly due to its exceptional 
136 
growth upto mid seventies. 
This is also clear from the table that the oil 
sector's contribution, measured as the ratio of GDP, 
had been in an upward trend upto the year 1974 but 
declined thereafter. The position of public expenditure 
in Kuwait is evident from the fnct that the total 
expenditure, during the period under review, increased 
9 folds and the development expenditure 14 folds 
whereas the GDP expanded only 4 folds and the oil 
revenues 3 folds. This indicates to what extent 
the Kuwaiti government has been able to expand the 
absorptive capacity of the economy and mindful to 
the socio-economic de\elopmcnt of the country, Tho 
surpluses also give as an illuminating picture as they 
increased from KD 77 million in 1972 to KD 4 776 million 
in 1980 but this occurred through a variational trend. 
The position of surplus funds during 1980s, as they 
decline to only KD 729 million in 1985, remained 
favourable. The revenues remained in surplus during 
seventies as a resuJ.t of upsurge in oil prices and low 
absorptive capacity of the country. But the situation 
Figure - 3.1 
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changed during eighties on account of declining oil 
prices and the oil conservation policy adopted by the 
government; and more significantly government's strict 
policy aiming at huge investment for future 
generations. The emphasis was laid on the 
diversification of resources that a strong non-oil 
industrial base may be built up for future. A clear 
picture can be viewed in the table 3.2 and the figures 
3.1 and 3.2 which illustrate the real economic 
indicators and their inter-relationships. 
The efforts made by the Kuwaiti government have 
always been in the direction of downstream operation by 
mobilizing domestic resources. It has, therefore, been 
emphasised that the available surplus funds be 
diversified into various channelK SO as to make a 
viable economic base. The i>rcsont level of the economy 
in general and the oil industry in i)articuiar could be 
achieved only by adopting certain policies through 
various plans. Kuwait's policy of entering downstream 
is mirrored by the flourishing staf^ e of oil derivative 
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industries and the rcIaLed HorvicoK which attained an 
accelerated pace since prices of oil began to move 
upward. 
3 . 8 Downalream Ot>eraLionB 
The Increasing awareness in oil producing 
countries particularly of the West Asian region after 
the first price adjustment of oil in 1971, and 
subsequent skyrocketing of oil prices made them 
realized that their oil reserves are finite and non-
renewable, and thoir supply would no longer be 
unlimited. The rising prices brought about huge 
revenues to these nations, but induced the consumers to 
conserve oil and substitute it by a few other sources 
of energy and investing more in energy-efficient 
37 building and industrial machinery" . The paramount 
significance of oil was reflected from the 
deteriorating condition of world energy market. The 
37. Penrose, Edith; "Downstream Implications of 
Structural Change", Hawdon, David (ed) , The 
Chftngj ng Structu re p.f „Wo r 1 d () i 1_ IjuJusiLry , Groom 
Helm, London, 1985, p.84. 
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growing concern abouL Lhe fuLure of the Kuwaiti 
economy, mainly due to the insufficient human and 
physical resources other than oj1, has put a strain on 
its hydrocarbon resources to bridge up the gap between 
the stages of under development and the development. 
Thus the ro.lc oT 'development bridge' was left to be 
played by vast oil reserves of this valuable depleting 
38 
source of energy . The Kuwaiti government, at this 
juncture, had the only choice to reduce its entire 
dependence on the export of cruder oil and prepare its 
economy for the post oi] era by skimming through this 
bridge. Thus, the economic policy revolved around the 
choice of trade-offs between present and future. The 
higher rate of gi-owtli to inci-oaso the country's 
productive capacity was thought to be the prerequisite 
of higher standard of living. But it left the choice 
open between capital formation, consumption of sectoral 
outputs, profit locations and the portfolios 
proportions of invostments. All these trade-offs 
38. Attiga, All Ahmad; I nto jdopcndcnco. on the QiJ 
Bridge:Risks and Opportunities. Oxford, 1988, p.44. 
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(policy choices) were relevant to planning for 
industrial development and were needed to be faced more 
seriously and urgently in the initial stage throughout 
the process of development. 
The domestic policy of the Kuwait government aimed 
at the optimum utilization of its hydrocarbon resources 
through plans to shift from entire dependence on crude 
oil sales to Indus tri al i?;nL Ion and the export of 
refined products, liquified petroleum gas,chemical 
39 fertilizers and other petrochemical products . This 
way, the policy affected not merely production and 
prices but also the utilization of both crude oil and 
natural gas in the domestic economy. The volume of 
export of these products depends not merely on the 
levels of their production but the consumption as well. 
Hence, the utilization of these raw materials in the 
production of final products (consumer goods) is 
described as "Downstream Opoiations" in the 
39. Centra] Bank of Kuwait; Economic Report'. 1977,p.18. 
1'^;^  
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literature . Besides the processing of crude oil and 
associated natural gas, these operations include oLher 
related acLivities, i.e; transporation of oil, products 
and gas through tankers and pipelines which provide the 
opportunity of expansion of oil industry as a whole. 
3•9 Rationale For DownHtream Actxvities 
The Indus (,r i al i za(-i on hna boon the perception of 
OPEC members as the key to modernization, higher 
economic growth and greater economic independence. 
Although, these oil producing developing countries have 
basic characteristics common to al1 as richly endowed 
with indigenous natural resources and surplus revenues 
to take-off for the economic and industrial development 
but their low absorptive capacities, lacking in 
technological know-how and liumnn and |)hysical 
resources except oil, impeded their progress. Despite 
all these impediments their policy choice for 
downstream proved to be rational on the following 
40. El-Mallakh,Ragaei and Atta,Jacob K; The Absorptive 
Capacity of Kuwait Lexington, Massachusetts (USA), 
1981, p.23. 
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arguments: 
i. Capital Surplus: 
The increasing oil revenues in the oil producj.ng 
states heavily surpassed their expenditures on the 
import needs. In the wake of vulnerability of the 
international monetary system mainly caused by the 
present level of world tension, it would not be 
favourable keeping its reserves in the shape of foreign 
41 
exchange in the banks abroad . Since downstream oil 
industries are highly capital intensive, the surpluses 
could, in this way, be absorbed in the domestic 
economy. Investing on downstream operations is not only 
safe but advantageous as wo1 1 . 1 t> sorves t,ho country's 
planning in a right way. 
ii. Value Added: 
The concept of value added is valid since it, in 
41. Kadhim,Mihssen; "A Note on Downstream Industrializ-
ation and the Security of Oil Supplies", Journal of 
Energy and Development, vol.7, No.10, Colorado 
(USA), 1980-81, p.100. 
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manuf actu fiiirt al,a«o, not, only would rxp/vtul Lho low 
capacity of the economy to absorb the surpluses but 
also would increase the value of the products when 
exported. This is true l,o the fact that in tl»c case, of 
mining, the primary production has an exceedingly high 
natural recource content, and because of being 
extractive, it is adding very little to the original 
value of the raw materials. The economy of such 
production exhibits a lopsided structure and weak 
linkages that tend to impede the process of economic 
development . Thus, opUimum uLili zal-ion of indigenous 
natural resources could be mndo possible only by going 
downstream exclusively. 
iii. Cost Advantage; 
The availability of cheap and abundant indigenous 
raw materials,i.e., crude oil and natural gas, brought 
about a comparative cost advantage from the use of 
feedstock in rofining /ind petrochemical j)foccaR J rigs 
thereby the cheap bunker fuel could also be 
42. Ibid, p.100. 
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available 
iv. Employment Opportunities: 
By going downBLream an oi.l pi-oducing country , has 
the greater, stable and productive employment 
opportunities for its living and future generations 
since oil industry provides a smooth way, for the other 
sectors too, of tlio economy Lo come-up which in turn 
create exclusive employment opportunities on account of 
44 being highly labour intensive 
V. Domestic Viable Al tei-natives: 
The expansion of downstream facilities encouraged 
the development of the related activities mainly 
transportation, construction, manufacturing and 
derivative industries. This way, a viable domestic 
alternative could be establisfied to absorb the 
indigenous and expatriate manpower- and further revenues 
43. Ibid, p.101. 
44. Kubursi, Atif A; PJ.A_t_ I.n dus.tr i alj^ J^^ ojn__ajjd__J)j2ve.lo~ 
pment in the Arab Gulf States, Groom Helm, London, 
1984, p.104. 
I'f6 
4 •) generated from the downsLream * . 
vi. Economies o£ Scale: 
The utilization of a considerable amount of crude 
oil and associated natural gas was characterized by the 
economies of scale since a substantial gain could be 
achieved by saving the costs of raw materials and their 
transportation which other non-oil {)roducing countries 
A a 
have to pay for the same 
The Kuwaiti oil industry's case is almost of the 
same characteristic as of other OPEC nations. Kuwait, 
in the beginning,had neither possesed the technological 
,know-how and other necessary prerequisites for economic 
and industrial bake-off nor a viable- alternative and 
comprehensive structure for sustainable growth. Though, 
the low capacity of the economy and the small size of 
population, to absorb its surplus jovenucs accrued from 
the sales of crude oil, impeded th"^ ' es tab L i ahmcnt of 
viable industrial atmospliere and the pace of the 
45. Qp.Cit. Kadhim, p.100. 
46. Ibid, p.101. 
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development but could no longer deter Kuwait from 
investing for n widespread downRtrcaiii i nduRl,r i nl i znt. ion . 
The Kuwaiti economic policy, in this direction, 
could be described as rational one as it is 
substantiated from the fact based on its ability to : 
utilize indigenous raw material and recuperate 
value added; create new employment or)portunities; help 
in learning process and new technologies; subsitute for 
imports from abroad; encourage development of new 
regions and induce further related industrial 
activities, and foreign supplies and create self 
reliance 
Hence, the policy aims at attaining the 
reasonable standard of living of future generations. 
The government's endeavour to scintillate Kuwaiti 
public's tomorrow based on the experiences of 
industrialized nations mainly of Europe and North 
47. JaidahjALi M;"Downstream Operations and Development 
of OPEC Member Countries", El-Mallakh, Ragaei (ed), 
OPEC; Twenty Years and Beyond. Westview, Colorado 
(USA), 1982, p.153. 
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America where the existence of indigenous natural 
resource deposits gave monicntum to the Industrial 
Revolution. In this way, today's industrially developed 
countries had established their infrastructure around 
such deposits which resulted into a massive 
48 
concentration of resource-oriented industries 
Petroleum, therefore, povides domestic opportunities 
for the development of downstream oil operations and 
avenues for the people of the nation, Kuwait set out in 
the same direction so as to catch up the 
industrialized countries since abundant and cheap raw 
materials available at their doorstep offered a logical 
starting point. It was thenceforth proved to be a 
launching pad for t}ie dove 1 o})moM I. ol' derivative 
industries and related new business ac;tivities. 
3.10 Development Impetus 
Though the downstream oil operations in Kuwait 
were set-out by KQC with the incor)(.i(iii of upstream of 
oil at commercial scale and the shipment for export 
48. Ibid, p.152. 
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which was first sailed on in 1946, but the actual 
development took place only after t lie nat.ionalization 
of oil industry in 1975. InitiaJly the operating 
companies gained substantial profits on the upstream 
and downstream Investments but durinf^ 1950's and 1960s 
their property rights were jeopardised by an apparent 
wave of nat i onnl J y.nt 1 on and par I i r i pat i on in most of 
the oil producing countries. The Increasing fear for 
their property rights made them react by raising 
their discount rates. Production, thus, shifted from 
future to present. Their fear resulted in rapid 
^increments in oil production thenceforth. Reflecting 
these output increases, crude oil i)i-ices declined by 6 
per cent between 1950 to 1970. By the end of 1973, the 
host governments of oil rich nal ions had acquired 
complete control over the output of their valuable 
natural resources and they unilaterally determined the 
prices of oil. Therefore, the properl,y rights shifted 
from opertaing countries to the producing countries and 
the security of tliesc rights was restabJ i shed. The 
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discount rates thereafter became ttie affair of the 
49 
producers rather than the operators . In the case of 
Kuwait, the nationalization of oil industry in 1975 
made the country's property rights more secure since it 
entered the downstream oil business with exclusive 
shares. Kuwait had realized the vaJue of its natural 
resource which gave an impetus to t-Fie development of 
pre-established downstream oil industries. 
This is an un<leniablo Tact that oil revenues 
accuruing to the country in terms of foreign exchange 
are of transitory nature since they are influenced by 
the variations in demands for oil and its products in 
the domestic as well as external markets and, thus, 
must not last soon. To cope with the existing and 
predictable situtions, the; Kuwaiti government has 
endeavoured to promote the absorptive capcity of the 
domestic economy. This is substantiated from the fact 
that the emphasis was placed primarily on the 
elimination of the surpluses and not. on the rational 
49. Ibid, Mead, Walter J; "An Economic Analysis of 
Crude Oil Price Behaviour in the 1.970s", pp. 87-88. 
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management of scarce resources in pursuit of socio-
50 
economic dove 1 opmctil. , Thoioforo, oven Lhc 
availability of the funds could not work favourably 
owing to the lack of complemenLary resources, 
indigenous unskilled and skilled manpowr, technical 
know-how, entrepreneurship, work ethics and the 
domestic market. These factors in Lhe domestic economy 
could, in this way, depress \he returns to the 
investments and inhibit capital formation. Hence, the 
policy of Lhe KuwaiLi govertunoriL regarding oil 
operations focusses on the expansion and modernization 
of pre-established downstream facilities in accordance 
with the feasibility of economy and the world market 
conditions. Kuwait's efforts in this direction 
coincided with the favourable demands for and prices of 
oil and its products in lhe i nLcM-nat.ional market. It 
has synchronized the downstream activities of Kuwait 
50. El-Sarafy,Sarah;"Absorptive Capacity,the Downstream 
for Revenues and the Supply of Petroleum", Journal 
of Energy and Development, vol.7, Nos.1-2, 1981-82, 
p.77. 
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within a short span of time. This way, value added in 
manufacturing stage not only expanded the absorptive 
capaciy of the country but enhanced the export value of 
the products as well. Ry incroasinng utilif.ation pf 
crude oil and associated natural gas in the domestic 
economy Kuwait has made a thoroughfare in the 
international market,. The Lncroaso in oil receipts 
clearly reflects tlie advantage of diversification from 
mere sales of crude oil t,o products' exports. A 
substantial gain derived from soiling petroleum 
products or value added is obvious. 
The efforts made by the Kuwaiti government in the 
direction of downstream may be classified into three 
following catagories: 
1. Refinery 
2. Petrochemical industry 
3. Transportation of oil, products atui gas through 
piplines and marine transport. 
The unscrupulous expJoitation of oil and 
associated natural gas by the operating companies in 
Kuwait caused a decline in their reserve to production 
r a t i o s and c o n s e q u e n t l y i n d i c a t e d at, Lhe s h r i n k a g e of 
l i f e 8pan of l\\o rnMOi-vfvs o C \.\\n liyd l o c n i h c i n fonouvcon . 
At t h i s j u n c t u r e , Lhe g o v e r n m e n t , of K u w a i t had t h e o n l y 
o p t i o n o f s t r i c t c o n s e r v a t i o n oJ' i t s v a s t o i J and g a s 
r e s e r v e s wl ieroby tl io i r pi-iff^M cdu I d hr^  punhod • u p . It, 
made t h e g o v e r n m e n t r e a l i s e t h e v a l u o of i t s n a t u r a l 
r e s o u r c o H . iJut thr» gi-owiriK fcJUCMMii / i lxiut t h o l i i t u r o a V 
t h e economy on n c c o u n t of i t s cMit i ro d e p o n d o n c o on 
s i n g l e s o u r c e , i . e . , o i l , J o f t t l io g o v e r n m e n t w i t l i t h e 
c h o i c e o f t r a d e - o f f s b e t w e e n p r e s e n t /\iid f u t u r e , o r i n 
o t h e r w o r d s , c o n s u m p t i o n o r c a p i t / i l f o r m a t i o n . T h i s 
c | i o i c e was r e l e v a n t t o t h e p l a n n i n g and p o l i c y m a k i n g 
f o r i n d u s t r i a l d(»vo 1 opnien t /iiul w/>fi nofMled t o l)o (.nlcen 
more s e r i o u s l y i n t h e i n i t i a l s t a g e . 
The K u w a i t i governiiifMi I,, l , l iero l O r o , adoi>ted a 
m o d e r a t e p o l i c y a i m e d a t t h e f>ptimuiii u t i 1 I za i / i on of i t.-^  
v a s t h y d r o c a r b o n r e s o u i - c o s t h r o u g l i p r o p e r p l a n n i n g t.o 
s h i f t t iu j econtmiy from t o t a l do pciid<M)(<^ on o i l nn<l i t s 
s a l e s t o i n d u s t r i a l i z a t i o n and t h e e x p o r t s of r e f i n e d 
p r o d u c t s , liPG • and pe t i -ochemi c a t s and s i m u l t a n e o u s l y 
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limiting the oil production. This way, the policy 
positively affected the production, prices and 
utilization of oil and gas. The utilization of these 
raw materials in the making of final products, thus, 
referred to as 'Downstream Oil Operations' which 
provided the Kuwaiti oil industry a wider scope of 
development. The expansion of pre-established 
downstream industries through refining and processing 
of crude oil and natural gas offei^ed opportunities for 
the development of related services such as 
transportation of oil, gas and products through 
pipelines and ships. 
The government policy related to the downstream 
operations socmw l.o be a r«l. ionnl choico as It has 
opened up tremendous avenues to the Kuwaiti economy. 
The downstream acitivities are not only capital 
intensive that absorb the huge surpluses but are also 
cost advantageous as add the value of hydrocarbon 
resources. They also accelerate the pace of economic 
activities in other sectors which open up employment 
opportunities to the indigenous workforce. The 
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expansion of these activities brings about economies of 
scale too. Though, the expansion and modernization of 
pre-established downstream oil industries had already 
set out but the upsurge in oil prices and the 
nationalization of oil industry in ]975 gave an impetus 
to further development. The shift of the property 
rights of oil industry fi^ om operaLors to the producers 
as a result of its complete take over by the government 
made them more secure and thereafter the Kuwaiti 
government ontorod l.he downal.rcniii busineaa within and 
outside the country with exclusive shares. Since the 
surplus funds were needed to be absorbed within the 
domestic economy which could be made possible only by 
enlarging the infrastructural facilities, the 
government placed special emphasis on the elimination 
of the surpluses through the deveiopment of downstream 
facilties. It was favourably coincided with the upswing 
in demand for oil and products in the international 
market which further synchronized the expansion, 
modernization and development process. The government 
^5(^ 
policy option has, thus, materialized in a peculiar 
fashion that the downstream oil industries have 
developed simultaneously with the expansion of 
absorptive capacity of the domestic economy. The 
increased utilization of crude oil and natural gas in 
the downstream activities clearly reflects Kuwait's 
endeavour to diversify its rolinnnce from its oil 
sector to the other sectors of the economy. Kuwait has, 
therefore, not only gained substantially from these 
activities but has also been succeeded in establishing 
an alternative economic base. 
ifHfiP^ifi ^ m 
REFINING AND TRANSPORTATION AS DOWNSTREAM OPERATIONS 
The emphatic government oil policy cherished the 
plan of establishment of a viable economic alternative 
through the diversification of indigenous hydrocarbon 
resources. The flourishing downstream oil industries in 
Kuwait mirror the degree of success achieved by the 
government through its policy aimed at conservation of 
and value-addition to its abundant crude oil and 
associated natural gas resources. The Kuwaiti 
government has made serious efforts in this regard. Its 
perseverance accomplished with building blocks of the 
non-oil sector of the economy which is rapidly becoming 
a viable alternative of the depleting hydrocarbon 
resources. The government's development expenditure 
mainly on the expansion and modernization of pre-
established downstream oil installations during 1972-85 
manifests its efforts in regard with the optimum 
utilization of vast hydrocarbon resources of the 
country. This way, the refining of crude oil was 
undertaken as a primary step to add-up the value of the 
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raw material and make it ready as feedstock to be 
further processed with natural gas and the different 
catalysts in a petrochemical industry. 
This chapter, therefore, encompasses the origin 
and development of the • refining industry and the 
transportation of oil, gas and petroleum products 
through piplines and vessels. It focusacs the attempts 
made by the KuwaJLj government in this dIroctJon and 
'its success in the attainment of goals. 
Crude oil by itself is an unrefined form of 
hydrocarbon which does not have direct application. The 
value of oil as a commodity is realized when it is 
processed into refined products for specific end-uses. 
It is valuable only when its different hydrocarbon 
compounds are seperated out, broken down or combined 
with other chemicals in a refinery to provide final 
products that can be marketed for consumption. Refinery 
is, therefore, a necessary initial step for downstream 
development of fuel and non-fuel uses. Historically, 
petroleum refining began in the United States of 
America and Russia in the second half of 19th Century 
160 
following the discovery of rock oil in 1859 in 
Pennsylvania (U.S.A.) . PotroJeum began Lo assume a 
position of importance with the invention of internal 
cumbustion engine which was more perfectly shaped by 
2 
Rudolph Diesel in 1892 . Thenceforth, innumerable 
technological innovations in industrial and transport 
sectors took pjace and resulted in Lhe multiplicity of 
demand for various petroleum products which gave an 
impetus to the development of oil refining and improved 
processing from heavy to lighter ends. The location of 
refinery, like other industries, plays a vital role in 
its development. 
4•1 Location of Refinery 
The concentration or location of various 
industries in different regions plays an important role 
and constitute a problem which needs a scientific 
1. Encyclopaedia Britnnnicn, Edi I. i on. 15 , London; 1987, 
Vol. 21, p.439. 
2 . E l - S h e i k h , R i n d ; Kuwait-rlvc-oncmi i c_ _ Qrojw.Lh o^i;; ^pi.l 
S t a t e s : P r o b l e m s a n d P o l i c i e s , K u w a i t 
U n i v e r s i t y , K u w a i t , 1 9 7 2 - 7 3 , p . 3 5 . 
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explaination. Hence, industries follow up the 
locational principles in evolutionary fashion since 
fHctors nffocLinj^ tJioir locnl, ions nre l.ransi Lory in 
nature and, scientific innovations affect them so 
diversely that the prediction of locational trends are 
almost impossible. The solution to this problem can be 
sought out when it is incorpornlcd with the theory of 
location which links between industrial economics and 
industrial engineering. It states that, "under perfect 
competition, the location of an industry will be 
established at places where production and 
transportation costs are at rninimum. However, 
naturalf technicnl, social, pol ii ical and cultural 
factors should not be ignored". Therefore, all these 
factors are Llie determinanLs too" In the light of 
explaination of this theory, the location of oil 
industry or refinery which is based on single commodity 
or raw material might be source oriented, market 
3. Al-Sabah, Y.S.F., The Oil Econoiny of Kuwait, Kegan 
Paul, London, 1980, p.118. 
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oriented, or footloose . 
The location of oil refineries and their shifing 
depend on the availability of rav? material, the 
technology of production, transportation facilities, 
the techniques of refining and the size and pattern of 
demand for oil products. But the economic factors which 
influence the location deciKionn involve the total 
costs of operation of a refinery which constitute the 
capital costH, energy costs, tjanspoiL and other costs. 
Besides, tlio political and stratogic factors are 
5 
decisive determinants as well . Thus, from such 
diversity of factors the following three technical 
trends of oil refineries emerged : 
(a) Source Oriented : 
Since oil was first discovere<l in the U.S.A. and 
the exploitation and discovery of oil was limited to 
4. Ibid, p.118. 
5. Fesharaki, Fereidun and Isaak, David T..OPEC. the 
Gulf and th_e World Petroleum Market, 
Westview, Colorado (U.S.A.), 1983, p.119. 
6. Op.Cit.. Al-Sabah, pp.119-123. 
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certain areas, the refineries were resource-based as 
located either in the U.S.A. or at the place of oil 
discovery in other areas. After tlie discovery of oil in 
Persia (Iran) in 1908, the region's first refinery was 
erected by Anglo Persian Oil Company at Abadan (Iran) 
7 
in 1912 . Soon after the upstream of oil in Gemsa field 
(Egypt), the Arab's first oil refinery was 
established near the source of its raw material at Suez 
o 
by the Asiatic Petroleum Company in 1913 . The 
subsequent discovories of oil fields and increasing 
demand for various petroleum products streamlined the 
establislunent of improved refineries. Until the 
beginning of World War II, the refineries were 
resource-based, however, the supply and refining of 
petroleum wore coriHiderod i mpo fl.aii I, (or the need of war 
efforts. By that time, the capacity retained by U.S.A. 
7 . Shwadran, Ben.iamin; The Middle Eas t Oil and the Great 
PQwe.rs, Israel University, Jerusalem 
(Israel), 1973, p.18. 
8. Sayigh, Kamal S., Oil and the Arab Regional 
Reyelp.pment, Prae«er, New Yorlc, 1968, p. 18. 
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was about two third ol" the world's 41 refineries . The 
capacity in the U.S.A. together with of Venezuela was 
expanded to meet the demand in the western hemisphere. 
The rest of tho /VIIICMI world wan 1 <» f L t,o be i)rovidGd 
with the supplies of petroleum from the expanded 
capacity of refineries in Abadan, Egypt and othex* 
placos . But tlio Hupi>ly of i)o Lio 1 (Mini i>roducLs was too 
tittle to create further demand. Almost all the 
refineries in the West Asian region were installed by 
the oil mnjora. ThoHo companion \\n(i t.ho adv/mtago of 
cheap raw material and low cost of Energy or fuel since 
associated natural gas available in abundance proved to 
be utmost useful. From the theoretic point of view, the 
refineries should be located at the place where 
production and transport costs are at minimum, 
otherwise less effectively placed units will be driven 
out by effectively located plants. Hence, the pull of 
9. Petroleum Kcottomii^t Index; Vol.XLV, London, 1978, 
p.43. 
10. Odell, Peter R., An Economic Geography of Oil. G. 
Bell, London, 1965, p.111. 
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source of raw material supported this view as it 
attracted Lhe coticenlraL i on of tofinorieH and 
consequently the refiners had the comparative cost 
advantage ovor the product ior» of Llic i r i)cLroleum 
products. 
Refineries installed prior to the World War II 
were less complicated and of J ow cuv>acj Ly Lo produce 
very few products. The volume of trade in each market 
was relatively small. The location of refineries at 
the source of aupi)ly of cru(ie oi 1 oconoinizcMi on 
transportation costs and permitted the concentration of 
investment. 
(b) Market Oriented : 
Though, in the post-war era, refineries were 
expanded in Iran, Palestine, Bahrain, Egypt, and 
Lebanon to quench the enourmous and urgent need of oil 
products for the speedy recovery of shattered and war-
ravaged economies and the expansion of industrial bases 
of the allied nations east of Suez but, the consuming 
countries observed shifting in location of refineries. 
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from the point of production to the consuming 
centres . The shifting in the location of refineries 
towards the consuming centres or markets is well 
understood as a political, strategic and economic 
decision of the majors. It can also be substantiated 
from the fact that the nationalization of Mexican oil 
industry in 1938 followed by full Lakoovcr of oil 
industry in Iran in 1951 justified the fears of the 
majors about investing outside the industrial and 
12 developed world . The increase in demand as a result 
of technological innovations and industrial expansion, 
petroleum produts became profitable and what had been a 
disadvantage to refineries located near the consuming 
centres changed to an advantage because it was found 
cheaper to transport crude oil in large volumes in 
enormous carriers rather than small volumes of products 
in specific vessels of varied sizes. It is evidenced 
from the fact that the large crude carriers and 
11• OP.Cit., Petroleum Economist Index^ p.43. 
12. OP.Cit., Fesharaki, p.73. 
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consequent economies in crude petroleum transport 
emerged in relocation of refineries. Moreover, the 
single-base and dual-base pricing systems prevalent in 
the 1930s and 1940s would have allowed the majors, to 
save the extra transport costs of products wil.houL 
1 3 being penalized by oil supply price increases * . 
In addition Lo those factors, (,he West Kuropau 
countries suffered from dif f icult'ies in their 
international balance of payments as a result of 
dislocation and Lhe loss of capital heJd in foreign 
countries. The productive disparities in the 
international trade led the European nations to 
increase their exports in order to correct the deficits 
of their balance of payments. To achieve this task, 
they had to rely on oil imports for which n large sum 
of foreign exchange was required. This led the parent 
nations of major oil companies to relocate the 
refineries near market since they had attained the 
range of products according to the requirements. This 
13. Ibid, p.73. 
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way, market oriented refineries proved to be more 
flexible. Since refining is more labour inl.on.sivo Lhan 
crude oil production, as it absorbs 3.5 times more 
manpower, created innumerable social and economic 
benefits. Refinery is vital and of immense value to the 
establishment and running of a petrochemical industry. 
Thus, political and ntiategic ract.ors were of 
paramount consideration and overshadowed the economic 
decision. The situation after the termination of World 
War II aggravated for the oil producing nations as they 
had to fightback for their legitimate demand for higher 
prices of their non-renewable depleting indigenous 
natural resource which contented the majors to 
reconcentrate their investment and relocate the 
refineries near market. It is true l:.o the views of oil 
companies, "Refining eggs are perhaps better kept in a 
seperate basket from producing eggs" so as to ensure 
that in the event of expropriation of facilities the 
only worry was to replace crude supplies and, thus, 
eliminate the additional worry of having to find an 
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alternative place at which the oil could be refined 
This way, the shifl,in>? in location was found favourabJo 
by the parent nations of the majors since market 
oriented refineries proved to be more flexible, secui-ed 
and at administrative ease. However, these nations had 
yet to depend on the oil producing nations for the 
supply of crude to run their refineries. 
(c) Footloose : 
The footloose refineries enjoy no specific 
locational pull. This trend took place in developing 
countries where the politico-economic and nationalistic 
forces played a decisive role in the location of 
refineries in the areas wliere neif-her a sufficient 
15 demand nor a source of crude oil exists . Brazil and 
Uruguay have, for instance, established such 
refineries. Most of these refineries of developing 
countries have a low capacity owing to the insufficient 
demand for products which makes it prudent to import 
14. Qp.Cit.. Odell, p.121. 
15. Qp.Cit.. Al-Sabah, p.122. 
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the products rather than process in these nations. The 
reasons which induces the developing countries to 
import oil products are economic as well as political. 
But contrary to it, since most of the developing 
nations who export primary products suffer from short 
and long term deficits in their balance of payments; 
the rising prices of crude oil and its products have 
further aggravated their balance of payment position. 
It led the developing nations to better establish the 
refineries within tlieir own territories, thus, 
eliminating the further burden on their economies. 
The ei^tablishment of refinery in Kuwait, despite a 
change in locational trend, was a political, strategic 
and economic decision of the concessionaires. Since 
Kuwait was a British protectorate, until it became 
independent in 1.961, and ondowd with abundant 
hydrocarbon indigenous resources, i.e; crude oil and 
associated natural gns, it was n right choice of the 
operating majors for the location of refineries. During 
the 1940s and 1950s the world refining capacity 
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increased from 6.86 million barrels in 1940 to 24.47 
million barrels in 1960 as a result of sharp increase 
in products* consumption from 5.49 million barrels per 
day to 21.81 mi lion barrels per day during Lhe same 
period. But the growth raLe of produc Ls ' consumpt, i on 
(7%) surpassed the rate of growth of refining capacity 
(6.5%) between 1940 and 1960^^. This led the oil 
concession companies to refine at the place near the 
source of raw material rather than making huge sum of 
investments in tiieir parent or consuming nations since 
demand for oil and its products was rapidly upsurging. 
It was all alongwiLh the availability of cheap crude 
oil and associated natural gas in abundance within 
their own jurisdiction. Thus, tlie first oil refinery of 
a capacity of 25000 barrels per day in Kuwait was 
17 installed by KOC at Mina-al-Ahmadi . The subsequent 
refineries were established by the American Independent 
Oil Company (Aminoil) at Mina Abdullah of 30,000 
16. Op.Cit.. Fesharaki, p.73. 
17. Op.Cit.. Shwadran, p.410. 
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barrels per day capacity and another by KNPC of 200,000 
barrels per day at Shuaiba in 1958 and 1968 
respectively 
There had been a growing concern in Lhe oil 
producing nations about the establishment of refineries 
which could absorb fairly large sums of their 
increasing oil i-evenuos and, thus, a pormanenL base for 
the diversification of the economy could be installed. 
The establishment and expansion of refineries in Kuwait 
implies that this activity of downstream oil industry 
was though initiated by the major oil companies in 
order to quench the urgent demand for products of their 
parent nations and their allies. The increasing 
awareness in Kuwait like other oil producing states of 
its indigenous non-renewable depleLing source and Lhe 
existing and future dependence on .the income accruing 
from that had induced Lhe govoinmeriL Lo Lake care of 
country's refineries. Hence, two motivations emerged as 
much encouraging and led the Kuwaiti 
18. The Arab Petroleum Research Centre, Paris (France), 
Arab Oil and Gas Directory, 1982. p.183. 
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19 government to make its efforts in this field, were : 
(i) The drive for economic diversification within 
the oil industry itself, since limited 
opportunities existed elsewhere, and 
(ii)The vast earnings derived from the petroleum 
industry. 
In this way, the refining of oil is not only a 
process of converting crude oil into value-added 
products but also an essential step towards a proper 
utilization of aHHocialod natural «as by keeping it 
away from wasteful flaring. Besides, the establishment 
and the whole range of petrochemical industry largely 
depend upon the availability of oil refineries and 
gas. Kuwait has been successful in processing crude oil 
for export though refined petroleum products 
constituted more than 50 per cent, of the total volume 
of petroleum exports in 1985. The development of the 
refining industry can be well assessed by taking up its 
19. El-Mallakh, Ragaei; £c_ononu_c ^  Development and 
Regi onal Co-operatioii-Kuwa_i t. University 
of Chicago (U.S.A.), 1968, p.37. 
17'^  
following aspects: 
-Capacity 
-Producti on 
-Consumption and 
-Export. 
4.2 Capacity 
The refining industries in OPEC members were 
originally tailored for local demand, buL later they 
moved to export of surplus products owing to the 
inevitable imbalance in Lhe production state of 
different products. The oil exporting countries have, 
however, been aware of their export potentials which 
led them to expedite Lhe refining operations by 
improving the capnciLioH of tho i r- roCinerieH and making 
use of complex and modern technology. This way, OPEC's 
refining capacLy increased from about 2.2 million 
barrels per day in 1960 to more t.han 6.6 million 
barrels per day in 1987, a change from the simple 
refining configuration of the 1960s Lo one of ever 
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20 
increasing complexities took place . The refining 
capacity, therefore, largely depends on the levels of 
domestic consumption and the demand pattern of the 
petroleum products in tlie world market. The increase in 
the world's total capacity from 6.86 miilion barrels 
per day in 1940 to 24.47 million barrels per day in 
1960 and further to about 55 million barrels per day in 
1971 was the outcome of the rapid growth of demand for 
products which grew at a faster pace than of the 
21 
capacity . The post World War TJ era was of economic 
recovery of industrial countries which were in urgent 
need of petroleum products since massive 
industrialization and tremendous transportation 
facilities were taking pJace. Uosides, tlie growing 
fear of disruption of future aiipj)! ic^ s, scarcity of the 
resource as mirrored by the wave of nationalization of 
oil industries, closure of Suez canal, Arab-Israel 
20. Al-Fathi, Saadallah; "Development and Prospects of 
OPEC Refining Industry", paper presented in 
OAPEC conference on Arab Refining Industry in 
the 1990s,held in Kuwait on March 28-30,1989. 
21. Op.Cit., Fesharaki, p.72. 
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conflict and the rapidly exhausting oil reserves had 
further synchronized the demand for oil and its 
products. The oil producing and exporting countries 
mainly of the West Asian region extended their control 
over the major source of their national income and 
planned to expand the capacity of thoir ox.ishing 
refineries and installed new ones. 'i'hus,they modernized 
the old plants and installed new refineries of expanded 
capacities in order to reduce the entire dependence of 
their economies on a single source of income ,i.e; 
'crude oil'. The total refining capacity in Kuwait 
increased by 64.7 per cent from 437 thousand barrels 
per day in 1971 to 720 thousand barrels i)er day in 1986 
whereas the total refining capacities increased by 
about 78.7 per cent and 32.8 per cent in OPEC and the 
world as a whole respectively during the same period. 
The table-4.1 and figures 4.1(a,b) show that Kuwait's 
refining capacity went on increasing from 1971 to 1976 
but in the following year declined by 2.4 per cent and 
remained stagnant until 1982 and thereafter it again 
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rose by 3.3 per cent and further 17.2 per cent in the 
years 1983 and 1986 respectively. OPEC' s LoLaJ refining,' 
capacity followed- up the world's trend which continued 
to appreciate till 1980 but approached anti-world's 
trend thereafter as it continued i-ising whereas the 
world's total refining capacity shrinked by about * 11 
per cent between 1981 and 1986. The variations in the 
demand for petroleum products in the world market 
occurred due to the price hikes, disruption and over 
supplies of oil and J ran-Ir/xq war and consequently led 
to the variations in the capacities of refineries in 
OPEC members. The refining capacity increased because 
of the expansion and modernization of refineries. 
Configuration and expansion of the refineries became 
necessary since the low capacity roCineries were proved 
uneconomic. The closure of many refineries in most of 
the industrial countries is evident. Uy 1973, there 
were only 250 rerinories as coin})/! fod to 632 in 1936 in 
the U.S.A. The uneconomic plants were either expanded 
or closed down. The oil price shocrks aggravated the 
situation in the consuming countries of the West but 
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contrary to it,brought about may more advantages to the 
oil producing and exporting countries. In the 1970s, an 
economic plant was estimated to build at the cost of 
$200 million,occupying the area of about 600 acres and 
having the refining capacity of 100,000 barrels per 
22 
day . Other things held equal , tfie success of the 
refinery depends on the access to oil and the markets. 
Nonetheless Kuwait has the access to oil as well as 
market but, to some extent, the associated natural gas 
adds the advantage and bj-ings economies of scale. 
Prior to the nationalization of oil industry, both 
the problems of access relied initially upon the oil 
majors with which the refineries wore associated. But 
later, the increasing involvement of producing and 
consuming countries in the operations of oil industry 
made the country, having refineries, more important 
23 factor than the company affiJiation . The growing 
consciousness amongst the oil producing OPEC membei-s of 
22. Petroleum Press Scrcico (London), Vol. XL, No.3, 
March 1973, p.85. 
23. Op.Cit.. Fesharaki, p.75. 
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their valuable depleting indigenous resource tended 
them to attain control over Lho decision making for the 
levels of production and prices of oil which ultimately 
culminated in rising prices and conservation of oil , by 
the end of 1973. Their tightening grips over their 
respective oil industries culminated in snatching the 
entire control from the operating oil companies. Kuwait 
extented full participation and gained entire control 
and finally nationalized its oil industry in 1975. 
Therefore, oil began to be considered as a national 
rather than a private resource. The tightening oil 
supplies due to the conservation of oil in OPEC 
members, temporary embargo in 1973 and the price-
rocketing throughout 1970s aggravated thie oil market 
conditions. The oil price-hike resulted in an influx of 
huge revenues to the producing states of the Gulf 
region. It led them to invest profusely in expanding 
and modernizing their pro-os t/ibliahod refining 
industries in order to avert entire dependence on the 
export of crude oil and, helped thorn switching over to 
the production and export of value-added products. The 
182 
refining capacity turned to be as of immense value and 
considerable significance. Therefore, it is legitimate 
to analyze the refining capacity from a national 
perspective as it has been rightly catagorized by 
Feaharaki into the following four groups 
I - CtxpL i vo llo r i n i n^ 
The capacity for which a nation has both the 
access to oil and the domestic market which represents 
a protected market that seems almost impossible. 
ii- Export Refining 
The capacity for which a country has the domestic 
oil production but not the domestic market to absorb 
whole of the volume of crude oil produced and its 
refined products for which it has to look at the 
overseas markets. This sort of cnparity is represented 
by the nationally owned refineries in oil producing and 
exporting nations. These refineries are advantageous at 
the times of tight oil availability. 
24. Ibid, p.76. 
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iii-Domestic Refining 
The country which has a domestic market to absorb 
an amount of volume of oil products but doc=;s not have 
domestic oil production represents such capacity. The 
refineries having such capacities are advantageous when 
oil is easily available in the world market. 
iv - Balance Refining 
This capacity is represented by a country which 
has neither domestic oil production nor domestic 
market. In such cases, the country like Singapore can 
be cited as the best instance which plays the role of 
balancing by importing oil and exporting products to 
the surrounding countries. 
Hence, tlie refining capacities have been shifting 
at the times in accordance with the requirements from 
place to place and region to region but generally 
always concentrated either in the region of consumption 
or the region of production of crude oil. Kuwait's case 
falls in the previous two catagories since a portion of 
its total production of refined products is absorbed by 
18'+ 
the domestic market whereas the rest is exported. The 
rising oil prices in the 1970s led the producing 
countries to expand Lhoir rcHpccLLvo re fining 
capacities. The capacity of Kuwait's three refineries 
has also improved Lrcmoudousl y. 'Ihereroro, for the 
fulfilment of goals of its five year oil pJan (1976-
80), Kuwait has made commendable efforts in order to 
develop and expand the refining capacity by making 
25 
optimum utilization of its hydrocarbon resources 
After the establishment of Kuwait Petroleum Corporation 
(KPC) and the organization of oil sector in 1980, the 
KNPC was assigned the task of refining oil, processing 
gas, and marketing petroleum products in the local 
markets. In 1980 and 1981 the sluggishness in the 
demand for oil and its products led to a decline in the 
level of utilization of the refining capacity in 
Kuwait. But due to the recovery in the demand for 
Kuwaiti petroleum products beginning in 1982, the rate 
of operation of domestic refineries significantly 
25. Qp.Cit. El-Mallakh and Atta., p.27. 
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improved . Moreover, Kuwait, with other members of 
OPEC,began to look at the downstream investments in the 
consuming countries anticipating tliat the major 
consuming countries would be flooded with lar«o volumes 
of imported products and would,thus,adopt the 
protectionist policies. This situation occurred only 
after the oversupplics of oil and its pioducts in the 
world market in the early 1980s. The depressed state of 
the refining industry caused by the change in demand 
structure and the overhang surplus capacity, Jed the 
consuming nations to win dup their refineries as they 
were incurring losses. These refineries could be 
purchased comparatively at a low cost when measured 
against the cost of new grass root constructions in 
the West Asian region.Besides,these refineries had more 
upgrading facilities than the export refineries in the 
region and were more viable to the demand for products 
27 
in the consuming nations . During 1982-84,a number of 
26. Central Bank of Kuuait;The Kuwaiti Economy:1980-84, 
p. 33. 
27. Malin,Clement B;"The Implications of Downstream Re-
integration in Major Markets,Op.Cit,OAPEC conference. 
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refineries were wrapped up in various parts of the 
world, with n total capncil-y of 3.3 million barrel H per 
day, in addition to the partial shut down which 
continued to operate. As a result, total world refining 
capacity dropped to 77.1 mill ion barrels per day in 
1982 as a result of slackened demand for products 
Kuwait was the fii-.st pioducijig c;ountry to invest 
overseas as it began in 1981 by acquiring California-
based Santa Fe International Corpoi-ation for $2,500 
million. Thus, KPC's ovoiscaa ventures includes half of 
29 
the shares in Hawaii refinery and many others . It 
purchased some of Gulf Oil's downstream assets in 
Europe in 1983 and IQSA. Thenceforth, Kuwait has 
increased its stake in Europe as presently owns two 
refineries with a total capacity of 135 million 
30 barrels per day . The capacity of the three refineries 
at home, according to the requirement of products at 
28. Qp.Cit; The Kuwaiti Economi: 1980-84, p.34. 
29. Middle East News Letter (New York), No.195, 
September G-9, 1982, p.11. 
30. Qp.Cit; Malin, p.9. 
various ends,is clearly discernible from the tnblo-4.2. 
Table - 4.2 
Refinery Capacity of Kuwait in 1988 
( In Thousand Barrels ) 
Cat. Cat. 
Refineries Attn Vac- liel'or- 11yd. Conve- Lube 
uuni ming Treating rsion Ref. 
Mina Al-Ahmadi 330 77 36.0 157.0 80 
Mina Abdullah 200 127 -- H3.5 140 
Shuaiba 159 140 15.8 101.0 142 
Total 725 344 51.8 401.5 362 
Source : Middle East Economic Survey; Vol. 32, No.37, 
19 June 1989, p. D-3. 
The refining capacity in Kuwait witnessed a 
significant improvement over the period covering from 
1971 to 1987 as it rose from 437 thousand barrels per 
day to 720 thousand barrels per day. The capacities of 
individual refineries increased Li-emendouaJ y following 
the heavy investments made by the government. Kuwait 
has invested a total of $ 4 million to raise its 
refining capacity by incorporating many more new 
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processing units in 1985. The new units are designed to 
use hydrogen in creating and conversion operations in 
order to boost up the production of light and middle 
31 
distillates and reduce the heavy products 
The modification and expansion of all the three 
refineries rapidly changed the LotaJ ro fining caj)ac i ty 
as is evident from the fact that in 1971 only 13.6 per 
cent of total volume of crude oil pi'0(Ju<-0(] in Kuwait 
could be processed whereas in 1986 the processing 
capacity remarkably improved to 74 per cent. All the 
three refineries, i.e; Mina Abdullah, Shuaiba and Mina 
Al-Ahmadi, have been modernized and their respective 
capacities expanded by adding number of units to 
process crude oil at various ends. All the operating 
units of these three refineries are worth mentioning as 
they are important to produce v/irious otid-products in 
order to successfully operating petrochemical industry. 
The tables - 4.3, 4.4, and 4.5 illustrate the operating 
31. OAPEC: Secretary General 's 20th Annual Report, 
(Kuwait), 1985, p.73. 
Table - 4.3 
Operating Units of Mine al-Ahmadi Refinery: 1988 
Basic Unit Number Total Capacity 
Topping 
locene distillation 
Asphalt production 
Hydrogen treatment of naphtha 
Gasoline production 
Light naphtha treatment 
Kerosene treatment 
Desulfurization of Kerosene 
Desulfurization of gasoil 
Desulfurization of reduced crude 
Vacumm distillation 
Hydrogen cracking 
Liquid catalytic cracking 
Liquified gas seperation 
Gas liquification 
Hydrogen extraction 
Hydrodesulfurization 
Sulfur extraction 
Treatment of waste gases 
Treatment of polluted water 
Hydrogen production 
Nitrogen production 
Pressurized air 
Steam production 
Water desalination 
Storage capacity (tanks) 
3 
1 
1 
2 
2 
2 
1 
1 
1 
4 
1 
1 
1 
2 
2 
1 
2 
2 
3 
2 
4 
3 
4 
6 
4 
126 
330,000 
18,000 
11,000 
36,000 
36.000 
16,000 
5,000 
15,800 
55,000 
131,800 
77,000 
38,000 
30,000 
100,000 
1,680,000 
92,700 
1,049 
934 
994 
5,760 
168 
1,500 
9,840 
1,080 
774 
17.9 
b/d 
b/d 
b/d 
b/d 
b/d 
b/d 
b-d 
b/d 
b/d 
b/d 
b/d 
b/d 
b/d 
b/d 
c. m. /d 
c.m./d 
tons/d 
tons/d 
tons/d 
tons/d 
m.ft/d 
c.m./min 
c.m./min 
tons/hour 
tons/hour 
m. b. 
Note: b/d - barrels per day, 
c.m./d - cubic meter per day 
m.ft/d - million feet per day 
c.m./min - cubic meter per m1nut 
m.b. - million barrels 
Source : OAPF.C Monthly Bullptin: June IPftft, p.Pn. 
Table - 4.4 
Operating Units of Shuaiba Refinery: 1988 
Basic Unit Number Total Capacity 
Gas purification 
Hydrogen production & pressurization 
Sulfur extraction 
Qasol1ne reforming 
Crude oil distillation 
Hydrogen cracking of wastes 
distillation tower 
Hydrocracking of gasoil 
Naptha cracking 
Naptha treatment 
Kerosene treatment 
Gasoil treatment 
Amine treatment 
Water treatment 
Merox 
Steam boilers 
Nitrogen generation 
West field gas processing 
Water desalination 
Pressurized a1r 
from vacuum 
Lube oil & turbine oil mixing 
Storage capacity 
1 
4 
?. 
1 
1 
2 
2 
1 
1 
1 
2 
1 
3 
1 
4 
2 
1 
1 
2 
2 
85 
48.7 
220 
10,200 
15.800 
200,000 
55,000 
67,000 
60,000 
26,000 
40,000 
33,000 
124.6 
1 
15,000 
1,200,000 
1,580 
60 
1,450 
5,250 
50,000 
12 
mcf/d 
mcf/d 
tons/day 
b/d 
b/d 
b/d 
b/d 
b/d 
b/d 
b/d 
b/d 
mcf/d 
gallon/minut 
b/d 
lb/hour 
gallon/day 
mcf/d 
gallons/minut 
cf/minut 
tons/year 
mb 
Note: b/d - barrels per day, 
mcf/d - million cubic feet per day 
cf/minut - cubic feet per minut 
mb - million barrels 
lb/hour - pound per hour 
Source : OAPEC Monthly Bulletin: June 1988, p.21 
Table - 4.5 
Operating Units of Mina Abdullah Refinery: 1988 
Basic Unit Number Total Capacity 
Topping 
Desulfurlzatlon of wastes 
Hydrogen production 
Vacuum distillation 
Hydrocracking of gasoil 
Hydrogen treatment of kerosene 
Hydrogen treatment of kerosene 
Hydrogen treatment of naptha 
Hydrogen treatment of gasoU 
Sulfur extraction 
Hydrogen recovery 
Naptha treatment of Merox 
Treatment of waste gases 
Amine activation 
Delayed cocking 
Nitrogen production 
Steam production (90 pound/square Inch) 
Steam production (150 pound/square inch) 
Storage tanks 
2 
2 
4 
2 
4 
1 
2 
2 
3 
2 
1 
3 
1 
89 
198,750 
100,900 
174.7 
127,000 
38,000 
38,000 
35,000 
35,000 
7,500 
950 
24.2 
3,200 
72 
4,200 
600,000 
4,500 
259 
95 
13.6 
b/d 
b/d 
mcm/d 
b/d 
b/d 
b/d 
b/d 
b/d 
b/d 
mt/d 
mcm/d 
b/d 
tons/day 
gallons/minut 
b/d 
cf/hour 
tons/hour 
tons/hour 
mb 
Note: b/d - barrels per day, 
mcm/d - million cubic meter per day 
mt/d - metric tons per day 
cf/hour - cubic feet per hour 
mb - million barrels 
Source : OAPEC Monthly Bulletin: June 1988, p.22. 
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units and their respective capacities. 
4•3 Production 
During 1970s and early 1980s fluctuation was a 
conspicuous feature of the rates of production of 
refinery products in Kuwait. The deepest slash was 
observed In 1980 when tJic procluct,ion slidfMl hy 23.4 per 
cent but the highest surge was noticed in 1982 as it 
increased by 52 per cent. The production of petroleum 
products, after having reached its level of 452.1 
thousand barrels per day in 1971, declined by 35.9 per 
cent to only 289.6 thousand barrels pei" day in 1975. 
The total production of OPEC as well as of world 
decelerated by 6.48 per cent and 10 per cent 
respectiely in the same period. This was following an 
increase in the prices and conservation of oil in OPEC 
mombGrs. The rising rntos of fotinumpt i on of rr f i rKMJ oil 
products mainly in industrial nations resulted in an 
increase in the production of petroleum products in 
OPEC between 1975 and 1987. However, the deceleration 
in production of refined products was experienced in 
Table - 4.6 
Production of Refined Products: 1971 
(000 barrels per day) 
1987 
Year 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
! Kuwait 
452.1 
366.4 
371.5 
332.1 
289.6 
360.7 
351.0 
373.3 
439.8 
336.5 
276.3 
420.0 
468.4 
478.9 
566.3 
599.0 
575.0 
; OPEC 
3252.9 
3131.9 
3465.1 
3386.6 
3041.9 
3416.9 
3613.8 
3792.6 
3992.4 
3853.3 
3943.4 
4350.8 
4493.2 
4648.9 
5003.4 
5329.8 
5368.2 
! World 
46170.0 
48491.3 
53025.8 
52210.2 
50831.7 
53962.6 
56287.2 
57442.6 
59264.9 
56923.1 
55306.2 
53982.9 
54105.3 
54972.3 
54461.1 
56490.1 
57124.7 
; Kuwait' s Share 
! in % Term 
OPEC 
13.8 
11.6 
10.7 
9.8 
9.5 
10.5 
9.7 
9.8 
11.0 
8.7 
7.0 
9.6 
10.4 
10.3 
11.3 
11.2 
10.7 
World 
0.97 
0.75 
0.70 
0,63 
0.56 
0.66 
0.62 
0.64 
0.74 
0.59 
0.49 
0.77 
0.86 
0.87 
1.03 
1.06 
1.00 
jOPEC's Share 
' in World' 1 
1n % Term 1 
7.0 
6.5 1 
6.5 ! 
6.5 1 
6.0 1 
6.3 1 
6.4 ! 
6.6 i 
6.7 ! 
6.8 1 
7.1 1 
8.1 : 
8.3 ! 
8.5 ; 
9.2 : 
9.4 
9.4 ; 
Source : OPEC Annual Statistical Bulletin: 1987, pp. 20-21 
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Kuwait in 1981. The slight change in the levels of 
production of Kuwait's refinery products were the 
outcome of varied world demand for petroleum products. 
The refinery products gained a considerable amount of 
relative contribution to oi] exports during 1970s 
nevertheless the total voluem of export declined over 
the period. The Lnble-4.6 and figures 4.2(a,b) 
illustrates how Lhc production of rofinod products 
witnessed a remarkable progress. It increased from 
51.8 per cent between 1975 and 1979, nnd 98.5 per cent 
between 1975 and 1987 whereas it declined by 37.1 per 
cent between 1979 and 1981. The reason was the pattern 
of demand for products and the oLl prices which have 
always influenced the rate of production over the 
entire period. The Kuwaiti refineries have witnessed 
an increase in their output though they were never run 
on their full capacities. The rate of production as 
percentage of total capacity varied between 40.5 per 
cent and 92.2 per cent over the period 1971-87. This 
consequently happened on account of fluctuations in the 
demand for Kuwait's oil products and the modernization 
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of refineries meanwhile. Kuwait followed up the 
production trend of OPEC and of world as the variations 
in its production occurred in response to the 
fluctuations in world. The advantage that Kuwait has 
achieved is its cheap energy raw material and low cost 
of production as a result of availability of huge 
reserves of associated natural gas and the national oil 
tanker fleets to transport oil nwd its products. 
4.4 Domestic Consumption 
The rising oil prices during 1970s resulted in 
heavy influx of revenues in to the country and 
transformed the economy as well as the style of living 
of the people of kuwait. The government has spent a 
substantial part of its oil x-evenucs on tlie development 
of infrastructure and the industrial sector which in 
turn changed the entire face of kuwaiti economy. The 
expansion in the size of popuJation as a result of 
heavy inflow of foreign workers boosted up the sectoral 
activities. The construction of several new plants 
between 1970 and 1986 raised the electricity generation 
197 
capacity which naturally boosted up the energy 
consumption mainly of petroJcum. T\\o energy consumLion 
in transport, petroleum and household sccLors aJso 
32 increased sharply . Petroleum activities' sector 
witnessed the highest rate oT energy consumption as 
34.3 million barrels per day in 1979 owing to the 
'J') 
prevailing circumstances in tlie world market"' . The 
energy consumption in the transport sector rose sharply 
between 1970 and 1982 from 3.8 million barrels to 13.65 
million barrels . However, several factors including 
risen prices of oil products caused a halt in the 
rapid growth of consumption in the transport sector 
that increased by only one per cent between 1982 and 
1986. The consumption in house-hold sector increased 
from 2 million barrels of oil equivalent in 1970 to 9.3 
35 
million barrels in 1986 . Since petrochemical 
32. OAPEC Bulletin (Kuwait); Vol.14, Nos.8-9, August-
September 1988. p.12. 
33. Ibid; p.12. 
34. Ibid; p.12. 
35. Ibid; p.13. 
Table - 4.7 
Consumption of Refined Products: 1971 - 1987 
(000 barrels per day) 
Year 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1 Kuwait 
15.6 
16.4 
16.9 
19.3 
21.9 
26.3 
26.6 
30.6 
32.2 
37.0 
49.4 
67.9 
74.4 
89.5 
101,7 
96.1 
88.4 
1 OPEC 
744.7 
858.2 
1002.8 
1107.9 
1281.3 
1521.9 
1761.2 
1922.1 
2177.8 
2429.8 
2824.9 
3011.6 
3255.4 
3145.5 
3202.6 
3204.7 
3218.6 
I World 
46203.8 
49875.5 
53833.5 
52994.1 
52374.8 
66080.9 
58448.7 
60948.2 
61998.5 
59538.7 
57364.4 
56090.0 
56028.4 
56473.9 
56112.6 
57577.5 
58538.5 
' Kuwait' s Share 
in % Term 
OPEC 
2.0 
1.9 
1.6 
1.7 
1.7 
1.7 
1.5 
1.5 
1.4 
1.5 
1.7 
2.2 
2.2 
2.8 
3.1 
2.9 
0.2 
! World 
0.03 
0.03 
0.03 
0.04 
0.04 
0.05 
0.05 
0.05 
0.05 
0.06 
0.09 
0.12 
0.13 
0.16 
0.18 
0.17 
0.15 
[OPEC's Share! 
1 in World | 
\-\n % Term i 
1.6 1 
1.7 1 
1.9 I 
2.1 ! 
2.4 ; 
2.7 ! 
3.0 ! 
3.2 
3.5 ! 
4.1 I 
4.9 1 
5.4 ! 
5.8 ! 
5.6 ! 
5.7 ! 
5.6 ! 
5.5 1 
Source : OPEC Annual Statistical Bulletin: 1987, pp. 22-23. 
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industries are entirely based on the refinery 
products, the consumption increased further as the 
demand for products shot up. The Labie-4.7 provides a 
clear picture of the demand pattern as it illustrates 
the consumption trend over the period 1971-87. The 
domestic consumption rose from 15.6 thousand barrels 
per day to 88.4 tousand barrels per day between 1971 
and 1987. Though, the consumptjon of petroleum products 
continued to approach throughout the period and finally 
peaked at 101.7 thousand barrels per day in 1985 but, 
it declined thereafter by J 3 per cent uptil 1987. 
However, the rate of increase in consumption varied 
slightly every year but the aggregate increment is 
remarkable as tlie figure changed positively by about 
364 per cent between 1975 and 1987. Though, the rate of 
growth in domestic coiiHUiiipt ion IK luHtcr than of OPEC 
and the world but, the figures 4.3(a,b) exhibit tVie 
kuwait's share in total OPEC's consumption which never 
surpassed its highest rate of 3.1 per cent as recorded 
in 1985. 
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4•5 Export of Refinery Products 
After the first pxice rise in J 971 the export of 
refined petroleum product,H inrroasod I roniorido(jH 1 y but-
the adoption of conservationist policy of Kuwait 
lowered it by 10.1 per cent from 234.2 thousand barrels 
to 210.5 thousand barrels per day in 1972. The fall in 
1972 was further caused by the overhaul of KOC's 
refinery. The higher oil prices and tax levels, the 
economic recession in world's major industrial 
countries and the response to the enforcement of anti-
pollution laws brought about a deceleration in the 
world demand for oil and its products particularly of 
high sulphuz-e contents, and an ovorsupply of crude by 
mid 1974 . Consequently, many oil exporting countries 
heavily reduced their oil production as to maintain 
prevailing price level. Demand for petroleum products 
in the main non-communist industrial countries of the 
•{7 
world declined substantially in 1975' .it consequentially 
36. Central Bank of Kuwait; Sixth Annual Report, 1975, 
p. 30. 
37. Central Bank of Kuwait; The Economic Report, 1975, 
|). 20 . 
202 
led to a decline in petroleum product.s' export (by 40 
per cent)to only 140.5 thousand barrles per day between 
1971 and 1975. Duritig 1974-75 the i nLernaLional oil 
industry experienced many structural changes such as 
increased control by OPEC members over their oil 
oporations par l.icu 1 ar ly Lhc <Je (,o riii i rinLion of Llic 
levels of production, prices and the distribution of 
oil. In the Arab Gulf countries, the level of control 
raised upto 60 per cent in the form of government 
participation for which the agreements concluded on 
different dates during 1974 retroactive l,o January 
1974. Kuwait was the first state to have acheived full 
control over the operations of its oil industry on 
O Q 
March 5, 1975 . Another development was the breakdown 
by the end of 1974 of the two-tier crude oil price 
system (posted vs market prices) and its replacement by 
a single, government set price. In Janvuvry 1975, Lhe 
Kuwaiti government concluded two long-term sales 
contracts totalling 500 thousand barrels per day with 
38* Qp.Cit; Sixth Annual Report, p.29. 
Table - 4.8 
Export of Refined Products: 1971 
(000 barrels per day) 
1987 
Year 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
! Kuwait 
234.2 
210.5 
205.7 
192.5 
140.5 
336.9 
313.3 
327.1 
423.6 
343.4 
280.8 
370.4 
414.3 
394.9 
492.9 
510.9 
510.0 
' OPEC 
1814.5 
1792.3 
1974.4 
1888.8 
1559.7 
1870.9 
1752.0 
1905.5 
2141.6 
2011.1 
1980.6 
2276.3 
2045.8 
2290.9 
2457.0 
2730.7 
2917.8 
World 
7751.0 
8074.0 
8827.7 
8357.8 
7181.9 
7744.5 
7977.2 
8290.8 
8848.4 
8883.1 
9065.0 
9699.4 
9811.1 
10110.6 
10080.7 
10702.7 
10445.9 
1 Kuwait' s Share 
in % Term 
' OPEC 
12.9 
11.7 
10.4 
10.1 
9.0 
18.0 
17.8 
17. 1 
19.7 
17.0 
14.1 
16.2 
20.2 
17.2 
20.0 
18.7 
17.4 
' World 
3.0 
2.6 
2.3 
2.3 
1.9 
4.3 
3.9 
3.9 
4.7 
3.8 
3.0 
3.8 
4.2 
3.9 
4.8 
4.7 
4.8 
jOPEC's Share, 
in World ', 
in % Term ', 
23.4 ! 
22.2 ; 
22.4 I 
22.6 I 
21.7 1 
24.2 ; 
21.9 ; 
23.0 ! 
24.2 1 
22,6 ! 
21.8 1 
23.5 ; 
20.9 I 
22.7 ; 
24.4 ! 
25.5 ; 
27.9 ! 
Source : OPEC Annual Statistical Bulletin: 1987, pp. 28-29, 
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Shell and Exxon companies which resulted in an upward 
trend in products' export as it rose by 139.7 per cent 
to 336.9 thousand bari-els ptiv day in 1976. Though, the 
volume of refined oil export increased by 201.4 per 
cent to 423.6 thouaand bari-els per day between 1975 and 
1979 but it marginally flucl-uatod meanwhilo. 
In 1979-80, after a successful survey on supply 
and demand foi- products Kuwait found some prospective 
and potential markets in Far-East which were 
registering very high rates of growth. This, 
accompanied other potential markets and growing world 
demand, resulted in the rise of Kuwaiti export of its 
39 
oil products ' . However, tlie total Kuwait's export of 
petroleum prodiicts declined by 33.7 per cent between 
1979 and 1981. Thenceforth, it steadily increased by 
the end of 1987 except for 1984 when it slightly 
slipped down by only 4.6 per cent in 1984. This was in 
the follow up of OPEC and the world trend in petroleum 
39. Middle East Economic Survey (Cyprus); Vol.27,No.20, 
September 27, 1983, p.A2. 
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products' export which declined in 1975 from their 1971 
levels but increased with sli«hL varinLioiis LheroafLer, 
The table-4.8 clearly reveals the trend of export of 
petroleum ^products in Kuwait, OPEC and the world 
markets. Figures 4.4(a,b) give us a glaring picture. 
The refining is one of the facets of downstream 
and its success can not be acliieved until the related 
vital services touch their marks. Transportation of 
petroleum emerged as an inseperable fragment and a 
source of downstream that providopi out lots to Iho 
refinery outputs by establishing linkages between the 
producers and consumers of the products. The progress 
of refining industry much depends on the smooth running 
of transportation and, therefore, the development of 
both remain interdependent. Here in the case of Kuwait, 
the success attained by the refining industry can be 
adjudged appreciable since the production of refined 
products and its volume of export well matched the 
domestic and international demands and always engaged 
whole of the pipelines' network as well as the tankers' 
fleet of the country. 
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4 . G TranHpor La L i.oi> oi' I'e L t-oJ oum ati<i J I^ H I'.roduc LH 
Transportation of oil, its products and natural 
gas marks the border between the upstream and 
downstream stages of oil industry. This is a vital 
service related to the downstream operations that 
bridges up the gap between the points of poduction and 
consumption of petroleum. The emergence of oil industry 
in the U.S.A. in 1959 evolved the transportation of 
petroleum for the smooth running of crude oil throiigh 
pipelines and its supplies by marine transport in order 
to quench the needs of conHumers . Y\\i\. with the 
passage of time, the subsequent discoveries of oil and 
its upstream on commercial scale in other parts of the 
world revolutionized the transportation of oil. Thus, 
oil producing and exporting West Asian States exceeded 
it to their advantage by transporting their petroleum 
to the consuming nations mainly Japan and the 
industrial countries of Europe. In the early days of 
development of oil industry, crude pertroleum was 
40. Qp.Ci t; Fcsharaki, p. 14 I. 
<iVJO 
transported in bulk but the evolution of x-elinin^ and 
petrochemical industries made it more important to 
transport pi'oducta rwithor than c-iiido oil. l'(Hiolourii and 
its products are generally suppJ ied either tlirough 
marine transport or i)Jj)linoa nol-work. Both the lortiiH 
are often .used at (ilffercnt HlagoK in transport Lnj^  
crude oil from oilfields to the processing industries 
and therefx'om its products to various i ndu.s ti-ios and 
othor points oi" cotiHUiii|)l,iou. Modern of |>^  t lo I ouiii 
transport, therefore, invo]vo complex technology and 
huge investments as well as operating costs. 
Transportation of crude oil through pipelines is as old 
as industry itself. Pipelines are generally used to 
carry crude oil from land based oil fields as well as 
from off-shore upstreams to tl\e points of coJiection 
and distribution. In this w/iy , I ho pi|)olirioM work as 
the channels of distribution of pe t, ro 1 (MUII . Hosidos, 
the sefi-going tankers are also equally significant and 
useful as piplines. The oiJ tankers carxy huge loads of 
petroleum from on-shore and off-shore loading terminals 
2(/) 
to the major ro fLiiiMf^  and cioiiHiiminj^  cenl-res vin maririo 
routs whereas the pipelines carry petroleum, apart from 
one point to another within an oil producing country, 
across the boundaries of nations. The oil supplies 
through pipe]ines network is sometimes vulnerable due 
to the involvement of strat,Ggic and poJitical factors. 
At this juncture, the supplies of petroleum through 
marine transport are r/vtlior soc-urod and economic as 
well. To have a glimp of evolution and the development 
of petroleum transport, it is worth mentioning that 
prior to 1950 trade in the refined products rather than 
crude oil dominated oil transport industry and there 
was no strong upward pressure on the shipbuilding 
industry since demand for petroleum could fairly be 
41 fulfilled by smooth and steady supplies . But the 
situation changed as the Worlcl War 3 1 broke out. The 
demand for oil rose sharply initially to meet the 
military requirements but thereafter it increased 
remarkably due to the reconsl luc; t Lon of war-ravaged 
41. Ibid; p.141. 
2 10 
ocoiiomioa /iiul Ihf inpid i ruluM I, i-i n I i'/.al,ir)n whifli 
resulted in the modification of techniques, designs 
and sizes of Lhe oil Lankers. TJie building of larger-
ships were undertaken in order to carry over the crude 
oil in bulk from the producing countries to the 
relocated refining and consuming centres. The oil 
tankers and the pipelines vary in size related to their 
loading . and carrying capacLLLes and arc used for t}io 
smooth flow of oil and its i:)roducl,s. In the pre-war 
era, tankers of less than 1000 deadweight tonnage 
{dwt) were common and of 15000 dwt. wore considered 
large. But the upsurge in demand for oil in the post-
war period resulted in the extensive Lankcr building 
programmes to prepare tankers of 10,000 Lo 20,000 dwt 
class . The larger crude carriers manifested 
Note: Deadweight is the loaded displacement of 
a ship minus the empty displacement, and therefore 
is a measure of the number of tons of cargo, 
stores, fuel and water that a ship normally 
carries. A ton, which is sometimes called a 
metric ton, and designated 't' is equal to 2,205 
pounds. Soe-Banks, Fordin/md E; "OiJ Tankers: Some 
Basic Economies", OPEC Bulletin, Vol.XVIII,No.5, 
June 1987, p.10. 
42 . [bid ; i>. 142. 
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economies of scale and replaced tfie smaller ships owing 
to the fixed and variable costs advantages. As a 
result, the size of tankers during 1960s and 1970s grew 
steadily. The average size of tankers during 1930s and 
1940s of about 12000 dwt improved to about 35000 ,dwt by 
1950s. But presently the Very Large Crude Carriers 
(VLCC) and Ultra Large Crude Carriers (ULCC) classes 
involve tankers of over 200,000 dwt to 500,000 dwt and 
some of more capacity as well . The increase in demand 
for larger ships has been vindicated by the factors 
related to the exponential growth in tlie world oil 
exports such aa-upsurge in demand mainly for crude oil 
on account of the establishment of large import based 
refineries in OECD nations after 1950; and the long 
haul traffic after the emergence of Gulf as a major 
source of world crude oil source . Moreover, liquified 
petroleum gas (LPG) had been started exporting which 
43. OPEC :Basic Oil Industry Information; Vienna 
(Austria), 1983, p.24. 
44. Qp.Cit; Fesharaki, p. H O . 
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alHO required Bpcoinl (nnkorH of fairly Inr^o RI/.O. Tn 
addition, a new trend took place therefrom that the 
usage of VLCC and ULCC as semi-permanent floating 
storage has become n common practice bo employ surplus 
An 
tankers during the time of weak oil demand '. 
Kuwait, in the linos of smoolJi running of its oil 
and petroleum products, has made tremendous efforts 
that resulted In the flow of oil and products through 
pipelines network and marine transport. Kuwait marked 
the precedence by establishing the Arab's largest 
Maritime Petroleum Transport Comapny as formed the 
Kuwait Oil Tankers Comapny (KOTC) in 1957 with an 
initial capital investment of KD J 3.2 million in which 
49 per cent shares held by the government itself while 
rest by the private owners . The capital was 
thereafter raised to KD 25.9 million in April 1976 but 
the distribution of shares remained unchanged. The 
nationalization of oil industry in Kuwait in 1975 
45. Op.Cit; Basic Oil Industry Information, p.25. 
46. F.M.A. yArab World File ('Beirw/J ; No . 2578 , January 27, 
1988, p.kwt-1809/1. 
213 
helped the government Lo gain full control over KOTC on 
18 June 1979 by purchasing the share from private 
owners and raising the capital to KD 40 million . In 
January 1980, the government formed the supreme 
petroleum council 'Kuwait Petroleum Corporation' • (KPC) 
to properly control the upstream and downstream 
operations of oil industry and the related services. 
Thus, KOTC like other subsidiaries was undertaken by 
KPC and its capital raised to KD 200 million in iges''^. 
The development of Kuwait's petroleum transportation 
service is discernible from the table 4.9 which 
manifests the number and load capacity of KOTC's 
tanker fleets. KOTC comprised of only 5 tankers with a 
total load capacity of 169000 metric tons in 1969. 
The total number of tankers increase to only 7 and 
the load capacity to 1.15 million metric tons in 
1975^^. Till 1976, KNPC used a fleet of 19 chartered 
47. Ibid. 
48. Ibid. 
49. F.M.A., Arab World File; No.1634, 9 July, 1980. 
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product carriers of a total capacity 1153000 dwt. In 
addition, one bunker oil tanker *Al-Wataniyah' of 18000 
dwt capacity was also purchased from Sweden in 1976 
In the same year, KNPC Huhmilt.od a j) 1 an Lo i,hc 
government to purchase 8 tankers in order to transport 
40 per cent of refined products. This p]an was approved 
in 1978 and fulfilled with the last delivery of a 
tanker by 1982. The slow progress during the 1970s was 
the consequence of the period 1971-74 in which no 
carrier was purchased by Kuwait.The number of tankers, 
however, increased to 12 and the total load capacity to 
2.31 million metric tons by 1979 as a result of 
nationalization of KOTC^^. But the KOTC during 1975-76 
could not utilize the full capacity of its tankers on 
account of decelerating demand for oil in the world 
market and the surplus world capacity of the idle 
tankers which totalled around 100 million metric tons 
50. Qp.Cit; F.M.A., No. 2578. 
5 1 . C e n t r a l Bank of Kuwait; The Kuwaiti Economy in Ten 
Years : 1969-1979, p . 4 1 . 
215 
by the end of 1975^^. In early 198()s, boJ'oro Lho oil 
crisis, the Kuwaiti government imposed a clause in its 
crude oil and LPG sales contracts ensuring that the 
KOTC's cariers would transport atleast 50 per cent of 
the quantities to be exported owing to the widening 
prospects. This .limit had, howovof, to bo dropped duo 
to the fall in the world oil demand from 1983 
53 
onwards . Nonetheless, KOTC continued its programme to 
increase its fleets' crtpaci(:y in order to hand J e 
maximum transportation of crude oil and products. As a 
result, Kuwait exported 80 per cent of itH l,PO, 37 per 
cent of its refined products and 18 per cent of its 
54 
crude oil through KOTC's tankers in 1985 . In the same 
year, KOTC comprised a total of 23 tankers of which 7 
of crude oil, 15 of medium size refined products of 
8000 to 28000 dwt capacity and a VLPC (very large 
55 product carrier)* . The KOTC,there fore, managed to earn 
52. Central Bank of Kuwait; Economic Report-1.976, p.31. 
53. OP.Cat; F.M.A. No.2578. 
54. MEES; Vol.28, No.27, 15 April 1985, p.D3. 
55. MEES; Vol.28, No.44, 12 August 1985, p.A5. 
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a profit of KD 10.8 miiiion in J 984-85 despiLe 
prevailing a recessionary trend in the world oil 
market. Moreover, it has been successful in 
substantially reducing the operating coats of 
56 
carriers . In the lines with i t,.s anstority planj KOT(' 
acquired six second-hand ships of which 3 of 120,000 
dwt and 3 of 35,000 dwt capacity were uruioi-Lakon for 
57 transportation of refined products in 1985 . In the 
early 1986, KOTC held total 28 tankers of which 12 were 
crude carriers of 2.9 million dwt, 9 were product 
carriers of 345,000 dwt, 4 were LPG carriers of 286600 
cubic meters, 2 were of 580,000 dwt for crude and 
refined products, and one LNG carrier of 125,000 cubic 
58 
metres . Notwithstanding the increase in its carrying 
capacity, KOTC continued its efforts to expand the 
scope of its tanker fleets not only for the country 
but for the region as well. Tt is worth mentioning here 
56. Qp.Cit; F.M.A. No.2578. 
57. Ibid. 
58. Ibid. 
Table - 4.9 
KOTC's Tanker Fleets As of January 1986. 
Type of Tanker Capacity (Dwt) 
Dead weight Ton 
Year of Delivery 
Crude Oil Tankers: 
Warbab 
Al-Sabblyah 
Al-Andalus 
.Al-Raudhatain 
Al-Reqqah 
Al-Fa1ha 
MV Umm al-Aish 
MV Umm al-Matraba 
MV Umm al-Maradin 
60, 190 
60, 000 
357, 000 
328, 000 
395, 000 
263, 000 
80, 000 
80, 000 
80, 000 
1964 
1965 
1975 
1976 
1977 
1979 
1981 
1981 
1981 
2 Tankers 
2 Tankers 
290, OOO(each) 
290, OOO(each) 
1982 
1984 
LPO/NLG Tankers 
Qas al Kuwait 
Gas Burgan 
Gas Al-Ahmad1 
Gas Al-M1nag1sh 
Another one 
71, 650cub1c mt. 
71, 650 
71, 650 
71, 650 
125, 000 
1978 
1979 
1979 
1979 
1979 
Product Tankers 
A Fleet of 19 
chartered Tankers 
One Bunker Oil 
Tanker (Al-Wataniyah) 
Rihab (Second-hand) 
Bahra (Second-hand) 
6 Tankers 
153, 000 Dwt 
18, 000 
18, 
30, 
2 7 9 , 
000 
000 
000 
1976 
1976 
1979 
1982 
Suurco : I.M.A. Atnb Wot Id I I hi : 
Beirut, 27 January 1988. 
N o . :'L>n\, KwL l(l()'»/t. 
2 18 
that with its new addition, the KOTC comprised 30 
vessels with a total capacity of 2,562,195 tons in the 
year 1987-88, and its fleets transported 4.8 million 
tons of crude, 6.7 million tons of oil products and one 
59 
million tons of LPG in the same year 
Apart from tanker fleet of KOTC, Kuwait's domestic 
or inland transportation of hydrocarbons is dominated 
by the pipelines network which spreads like veins and 
carry oil, products and gas as blood in the body. 
Pipelines are the linkages between the upstream and 
downstream operations of oil industry. There are three 
types of pipelines of varied sizes and lengths which 
link oilfields with storage tanks, refining and 
petrochemical industries, loading piers and the 
offshore anchorage, and help in carrying crude oil, 
products and liquid gas from one point to the another. 
Pipelines network, besidesides being a fixed asset, is 
an alternative of the vessels in the desert or land and 
helps in reducing the costs of transportation. The 
59. MEES', Vol.32, No. 35, 5 June 1989, p.D3. 
Table - 4.10 
Kuwait's Petroleum Pipelines Network 
Type of Pipeline and the 
points of connections 
Crude Pipelines 
Raudhatain - Ahmadi 
Minaglsh - Ahmadi 
Umm Gudair - Ahmadi 
Burgan - Ahmadi 
Burgan - Ahmadi 
Burgan - Ahmadi 
Burgan - Ahmadi 
Naser - El Brega 
Gas Pipelines 
Randhatain - Ahmadi 
Magwa - Ahmadi 
Umm Gudair - Shuaiba 
Burgan - Ahmadi 
Products Pipelines 
Shuaiba - Sabhen 
Shuaiba - Sabhen 
1 Operator 
KOC 
KOC 
KOC 
KOC 
KOC 
KOC 
KOC 
KOC 
KOC 
KOC 
KOC 
KOC 
KNPC 
KNPC 
Length 
in miles 
57.0 
30.0 
26.0 
04.7 
04.7 
04.7 
04.7 
107.0 
57.0 
09.7 
40.5 
13.6 
31 
31 
Diameter 
in inches 
2 X 30 
22-24-26 
14-18 
20-22 
20-22 
30-34 
34-36 
36 
30 
20-40 
10-12 
32-40 
10 
8 
Source : OPEC Annual Statistical Bulletin : 1987. pp.110-115 
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network of pipelines in Kuwait is composed of crude, 
products and gnn pipo)i/)OH, and opornl.cd by the KOC and 
KNPC, the detail of which can be discerned from the 
table-4.10 as also liiuminated in figure 4.5. 
The oil industry in the Kuwaiti economy dominates 
the scene not merely due to its massive upstream 
operations and the sales of crude oil but more on 
account of the downstream activities. Refining of crude 
oil and export of refined petroleum products bring 
enormous to the Kuwaiti exchequer and expedite the 
transportation services as well. The expansion of pre-
established downstream oil operations has, therefore, 
positively influenced its economy since the prices of 
oil started moving upward. TJ»e growing awareness and 
the surging wave of nationalization in the oil 
producing and exporting states of the Gulf co-existed 
with an increase in the consumption of oil mainly in 
the OECD countries resulted in an overall expansion of 
downstream oil industries. Kuwait had, therefore, 
timely opted out to expand and moderni:^e its pre-
CO 
a> 
.c 
"55 
.0-
e 
i 
(D O 
Eg 
z 
<n 
* • » I 
kWWWV 
22 2 
eatabliahoii dowusl-i-oam oil iiuluHLii es Llirou).^ h policioH 
and various plans. The realization that the refining of 
crude oil and export of petroleum products would 
certainly add the value of the indigenous hydrocarbon 
resources and, moreover, provide feedstock for the 
running of derivative industries, Kuwait, foreseeing 
the prospects, has endeavoured remarkably in this 
direction. It led to an increase in the installed 
refining capacity and the production of refined 
products in Kuwait. 
During 1-hc j)oriod under review, Llio refining 
capacity of Kuwait did not increase even by one per 
cent though the production of refined oil enhanced by 
more than 95 per cent. The reason was that the 
installed capacity was capable to produce even the 
increased volume of refined oil. But it certainly 
reveals how rapidly the goveiiimont tried to skip from 
depending on crude oil sales to refined products' 
export. Kuwait's ondcavour- port/iining to the 
development of oil based industries, for whic refining 
being an initial step, proved fruitful. The increased 
22 3 
volume of refined oil production, thus, put a 
favourable strain on the petroleum transportation 
sector and engaged all the indigenous vessels as well 
as pipelines and boosted up the export. This way, the 
refining industry established linkages between the 
points of upstream and downstream wlierein the 
transportation sector helped joining the points of 
production and consumption. In this regard, the 
government made successful attempts in acquiring a 
greater loading capacity in order to enable the KOTC to 
transport a larger volume of domestic crude oil, 
products and LPG. 
However, more efficient planning and rapid strides 
are needed to have a gun-shot take-off. Kuwait has, to 
a larger extent, been succeeded in reducing its 
dependence on foreign transports for the shipment of 
domestic petroleum for export. It seems that the 
country would be capable to transport I,ho whole 
exportable volume of indigenous crude oil and its 
products in near future. Therefore, it is desirable for 
22^ 
Kuwait to undertake serious steps to produce and sell 
refined products rather than crude simultaneously with 
boosting up the installed capacities of refining and 
petrochemica] industries as wclJ as the KOTC's loading 
capacity that every thing may cope with the future 
situation. The development of the petrochemical 
industry and the overall progress of the downstream 
operations much depend on the success of these two 
initial steps. 
rfiir-©ifflp \£y 
I'ETRCKMIKMICAIi INDUSTRY IN KUWAIT 
P r i m a r J i y Llie w a s L e l ' u i I L a r i n g oT a s s o c i a t e d 
nat.Uffil RM*^  atui ( l ion upsni>^i i tK i n n u N o f o i l tf>vonuf>M 
e m e r g e d a s p r o b l e m s t o be s o l v e d p r u d e n t l y . I n 
r e s p o n s e , I h e K u w a i t i g o v c r n m e n (- e v i n c e d k e e n i n t e r e s t 
by e v o l v i n g t h e s t r a t e g y o f d i v e r s i f y i n g a n d u p g r a d i n g 
t h e v a l u c - a < l d o d coiiii)onon t s o f h y d r o c a r b o n s , l i o f i n i n g o f 
p e t r o l e u m b e c a m e t h e o b v i o u s i n j t j a l s t a r t t o w a r d s 
c o n v e r t i n g c i ' u d e o i l t o v a I u o - a d c i e d p r o d u c t s . The l a r g e 
i n c r e a s e i n t h e o J l r e f i n e r y r a i j a c i t y i n d i c a t e d a 
c o n s i d e r a b l e i n c r e a s in I !)<» a v a i l a b i l i t y o f l i q u i d 
f e e d s t o c k s w h i c h i n t u r n h e l p e d o i l - b a s e d i n d u s t r i a l 
s t r a t e g y /xnd , l i u i s , g a v e an i i i ipf ' tus l o t l io d o v e I opmor>( 
o f p e t r o c h e m i c a l a n d o t h e r d e r i v a t i v e i n d u s t r i e s . The 
f o l l o w i n g c h a p t e r e n c o i i i i ) a s s o s ( h e o f i g i n , d e v e I opiiien t 
a n d a w i d e r a n g e o f p e l j-oc-lioin i < a l i n d u s t r y . I t i i a s 
p a r t i c u l a r l y p i n p o i n t e d wJiat e f f o r t s h a v e b e e n made by 
K u w a i t i n t h i s d i t e c t i o n . 
Tlie r e f i n e r y p r o d u c t s a i o o i l l i e r u s e d d i r e l l y t o 
move m a c h i n e s , pi-opc^l l e r s a n d e n g i n e s o r some o f t h e 
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chemicals and compounds produced in a refinery are 
destined for further processing as raw material 
feedstocks for the rapidly growing petrochemical 
industry, which is another more important, and wide-
ranging downstream operation of oil industry. A 
petrochemical industry is cnf, irely based on petroleum 
products and natural gas. Tti other words, hydrocarbons 
from petroleum and natural gas account for most of the 
chemicals produced today. A petrochemical is, thus, a 
chemical compound which is obtained from petroleum or 
natural gas or drived from petroleum or natural gas 
hydrocarbons and utilized in chemicaJ markets . 
5.1 JBtnergoncc 
Historically, petroleum industry received its 
chief impetus in 1913 from 1-hr development of thermal 
treating process by which crude oil was refined. The 
process yielded gaseous by-products that were as first 
used only as illuminating gases or as fuel, but were 
1. Hatch, Lewis F. and Matar, Sami; From Hydrocarbons 
to Petrochemicals. Gulf Publishing Company, London, 
, 1981, p.l. 
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found useful as chemical raw materials in the 1920s 
and 1930s. The introduction of catalytic cracking in 
1937 and increased supplies of natural gas brought 
further expansion of the industry . [t developed 
parallel with the oil industry and has rapidly expanded 
since the 1940s, with the oil refining industry 
providing plentiful cheap raw materials . Since 1950s 
the petrochemical industry came up at a faster pace as 
its products are not only competing but also 
outperforming traditional materials, generally used in 
various sectors of the economy. The history of 
petrochemicals unfolds the records of migration of 
their production across the geographical locations. 
Though, the production of petrochemicals can be traced 
from the United States of America, migrated firstly to 
Western Europe then Japan and presently to the 
Centrally Planned Economies (CPEs), but nothing could 
2. Micropacdia Britannicn, Lot\iioii', Edition 15, Vol.9, 
1987, p.343. 
3. OPEC: Basic Oil Industry Information, Vienna 
(Austria), 1983, p.33. 
/c<cif 
preclude its shifting to the West Asian region . The 
countries of the region, particularly of Arabian Gulf, 
have not only provided tho petrochemical indviatry a 
"natural-abode" but the cost advantage as well. The 
capital cost of the products in the region is very 
high, however, it can be levelled up by the low 
variable cost of production. The petrochemical 
industries were located in Western Europe, Japan, 
United States and the CPEs as the technological 
innovations took place but the overcapacity of 
production and the economic inefficiency and 
vulnerability of the projects gave way to the 
petrochemical industries to be relocated in the states 
5 
of Arabian Gulf , The Arab Gulf states have very little 
experience with the producUon of petrocherii i caJ 
products since there is wide gap between the 
production of crude oil and the development of 
4. Kubursi, Atif A; Qjl, Indu s,t r i. a l_i z a t i_o_n_ a jid 
Development in the Arab Gulf States, Croom Helm, 
London, 1984, p.49. 
5. Ibid; p.49, 
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petrochemical industries in the region. Kuwait's 
successful efforts to establish the po Lrochoinical 
industry by using its associated natural gas is 
unprecedented in the entire region. Kuwait began its 
indtistry by producing fertilizers in 1966 followed by 
Saudi Arabia where it set out in 1970 and the 
subsequent installations of projects in other Gulf 
states . 
5•2 Clasaification 
The petrochemical production is highly 
technological, automated and typically using large 
scale continous process. Although it is difficult to 
classify the whole range of petrochemicals but to 
indentify the basic products, the production can be 
analysed by putting it into three broad catagories 
7 
which further based on their derivatives as : 
6. Ibid; pp.49-50. 
?• Ibid; p.48. 
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I - Olefina : 
- Ethylene 
- Propylene 
- Buteno/Uutadieno 
II- Aromatics : 
- Benzene 
- Tuluene 
- Xylene 
III- Methanol : 
IV - Ammonia and Urea : 
Although the petrochemical industry produces a 
variety of products which are thousands in number but 
it is difficult rather impossible to produce all tho 
products despite their utmost usefulness as substitutes 
for steel, aluminium, wood, paper, natural fibers and 
Q 
rubber etc . The country enjoys as mucfi profits as that 
expands its industry to cover a larger range of 
8. Al-Khuduri,Tariqi;"Integration of Arab Petrochemical 
Industries with Oil Refining" , paper presented in 
OAPEC conference on Arab Refining Industry in the 
1990s, held in Kuwait on March 28-30, 1989. 
2 32 
products. The basic petrochemical prodvicts and Lheir 
derivatives have to pass through Lhe three main 
processing plants to be used for final consumption; 
they are -Steam Cracker for olefins, Catalytic Reformer 
for aromatics, and the Steam Reformer for mathanol . and 
. 9 
ammonia . The refinery products used in synthesizing 
basic petrochemicals are- ethan, liquified petroleum 
gas, condensate, and gasoline for olefins through steam 
cracking, neptha for processing aromatics through 
catalytic reforming and sythesi?;ing olefins through 
steam cracking, and methane or any other hydrocarbon 
for methanol and ammonia through steam refining . The 
processing chains from basic to final products are 
innumerable and complex. However, a few chains dominate 
and are used for final consumption as follows : 
9. Op.Git; Kubursi, p.48. 
10. Ibid; p.48. 
11. Fesharaki, Feroidun and I sank, David T; OPEC, the 
Gulf and the World Petroleum Market, Croom Helm, 
London, 1983, pp.186-87. 
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I - olefin and its derivalives urc important in the 
making of plastics, resins, polyester fibers, 
paints, varnishes, pharmaceuticals, insecticides, 
solvents and chemical reagents and polyethylene 
for films and many other productions. 
II - AroniaLica : i-eL'ev Lo only Lliree- benzene, toluene 
and xylene that is why the processing units 
designed to produce aromatics are often referred 
to as "BTX" units. Aromatics, unlike the olefins, 
are not manufactured but rather extracted from 
various product steams in a refinery. The 
aromatics are separately significant to produce 
many final products as : 
i - Benzene : is important in the manufacturing of 
many chemical reagents, in dyes, insecticides, 
detergents, styrofoams, polyurethanes, and 
synthetic fibers. 
ii - Toluene : is needed to produce glues, explosives, 
plastics, and pharmacciiL i cnis . 
iii- Xylenes : are generally used in plastics, resins, 
and synthetic fibers. 
STRUCTURE OF PETROCHEMICAL INDUSTRY 
Feedstock Process Plant Primary Product Final Product 
Ethane 
LPQ 
Condensate 
Gas Oil 
> Steam Cracker > 
pLEFINS 
Rthvloi iG 
Propylet ie 
Butene/Butadien 
Plas t ics 
Palnts/Vj^rnlslios 
Fibres/Textiles 
Rasins 
Pharmaceuticals 
Insecticides 
Naptha •> Catalytic Reformer 
ARQMAUQS (BTX) 
Benzene 
Toluene 
Xylene 
Plastics 
Paints 
Detergents 
Styrofcams 
Synthetic Fibres 
Pharmaceuticals 
Pesticides 
Methane 
or any — > 
Hydrocarbon 
Steam Reformer — > 
and Shift 
METHANOL 
Ammoma 
Urea 
Fertilizers 
Plastics 
Fibres 
Fuels 
Source: Classified by Alan D Plaistow; "Key Developments in the Petrochemical 
Industry to the Year 2000"; OPEC Bulletin, Vol.12, No.3 March 1986,p.11 
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III- Methanol: is eithr directly produced by catalytic 
treatment of methane, or by hydrogenation of 
carbon monoxide in a synthesis gas section. It is 
the simplest form of alchohols. It is primarily 
used in Lho making of formaldehyde Lo further 
manufacture the adhesives. 
IV - Ammonia and Urea: Apart from these, ammonia and 
urea are the basic agricultural chemicals. Ammonia 
is also consumed in the production of wide variety 
of nitrogen containing petrochemicals whereas urea 
is the basic product of urea-formaldehyde and 
other plastic materials. Ammonia is generally 
produced from steam-reforming of methane whereas 
urea is manufactured by reacting ammonia with 
carbon-dioxide. 
Although, the detailed explaination of the entire 
process is scientific and out of the scope of the study 
but a clear picture ia dcsrfM-ii i hi e from l-he structiirr. 
5.3 Development Impetus 
Prior to the year 1973, there was no integrated 
236 
petrochemical industry in terms of economic production 
in the Arab Gulf sLnLes lo produce Himple forms of 
plastic and rubber products from imported 
petrochemicals. But a rapid expansion in the 
construction of petrochemical projects and complexes 
during 1970s and early 1980s took place in the region. 
During this period, the pctrocliemical indusLry enjoyed 
higher profits (with higher prices) even when crude oil 
prices were rising. The installed production capacity 
of ethylene, the most important basic petrochemical, 
increased in the region from zero to 2.5 million tons 
per year by 1985, and the installed production capacity 
of mathanol rose to more than 2 million tons in the 
12 
same year as compared to zero in 1976 . The 
petrochemical industries in USA, Europe and Japan 
suffered heavy losses due to massive over-capacity at a 
time of the falling demand, during the recession 
following the 19779-80 oil price ndjuatmont. Tli iH 
opened up the opportunities for the Gulf states as well 
12. OAPEC Bulletin (Kuwait);Vol.12,No.3.March 1986,p.7. 
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as for Canada who embarked on expansion programme . 
Developments in the region are based on steam-cracking 
of ethane to ethylene and the production of ethylene 
derivaties. There were no propylene or higher olefin 
projects nor any aromatic project by 1986 as a reason 
that these products require propane, butane, naptha or 
heavier feedstocks from the rerinory/gaa plants. AIJ 
these heavier feedstocks have an alternative value 
since they can be put on a ship and sold overseas. But 
in contrary, the light components, i.e., methane and 
ethane, can not be readiJy shipped out so there is an 
incentive to use them domestically. As a result major 
investments have occurred in methane to methanol and 
ammonia/urea in almost all the Arab Gulf states 
Therefore, Kuwait made tremendous efforts in the 
direction of petrochemicals as it increased the 
capacity of its industry. The huge inflow of revenues, 
accruing to Kuwait and other West Asian countries as a 
13. OPEC Bulletin {Vienna);Vol.18,No.9,Nov.1987,p.10. 
14. Ibid; p.12. 
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result of skyrocketing of oil prices in Llie 1970s, 
induced them to make heavy investments for the 
establishment and development of petrochemical 
industries. Kuwait and other states of the region 
endowed with abundant oil and associated natural gas 
resources preferred to construct this gas-based 
industry owing to the Jow cost of feedstock output of 
their national refineries and the easy access to the 
matured technology available in the market for their 
15 products . The beginning of the industry in Kuwait and 
other nations was nothing but tlieir realization of 
profusedly flaring of their associated natural gas. The 
growing concern for this wasteful flaring and 
increasing awareness about the chemical and fuel 
importance of natural gas, after the iipsurge in oil and 
consequently gas prices in the early seventies, Kuwait 
and other nations realized the value of tlieir 
indigenous resources and it led them to make optimum 
use of natural gas by converting it into manufacturing 
15. Qp.Cit, OAPEC Bulletin, 1986, pp.7-8. 
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value added . The adoption of oil conservation policy 
in 1972, thus, proved fruitful not merely in keeping 
the oil reserves but associated natural gas reserves 
too in their original reservoirs beneath the earth. 
Moreover, this reduced the wasteful flaring of gas in 
Kuwait. The establishment and development of 
pe trocliom j cnl intiuatry in Kuw/iiL provocJ (,o be a 
rational choice of its government since production of 
many petrochemical products within the country had the 
comparative cost advantage on the following factors : 
i - Kuwait is endowed with abundant cheap raw 
materials to feed the plants and cheap fuel to run 
them, 
ii - profundity of available cai)ital at a low rate of 
interest which is consi (iercnl one of the important 
factors to be employed in building up a large 
petrochemical complex th»t exceeds a billion 
dollars. 
iii- Kuwait's ability to install a large scale 
16. Al-Sabah, Y.S.F., The Oil Economy of Kuwait. Kegan 
Paul, London, 1980, p.128. 
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petrochemical complex in order to maximize the 
profits inherent in the large scale production. It 
is also substantiated from the fact that in 
business economics, doubling the capacity of a 
plant does not mean Lhe anmo of its cosL. The' 
parameter is that generally 40 per cent of the 
total cost of the plant may be saved in case its 
17 production capacity is doubled . Moreover, the 
petrochemical industry is low labour intensive 
that matched favourably. Kuwaiti government's 
decision of undertaking such a venture which 
requires enormous funds but does not absorb more 
workers that Kuwait might look for expatriates. In 
addition, Kuwait could, thus, enlarge the chain of 
value added in its resourc;o oriented products, by 
processing its indigenous raw materials, and 
diversify the channels of distribution. 
The petrochemical industry' in Kuwait is managed 
and controlled by the Petrochemical Industries Company 
17. Ibid; p.132. 
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(PIC), presently a subsidiary of Kuwait Petroleum 
Corporation. It was founded in July 18, 1963 with a 
capital of KD 32 millions of which 89.5 per cent was 
contributed by the state, 5 per cent by Kuwait National 
Petroleum Company, and remaining 5.5 pov conL by Lho 
18 
private sector . This company created the Kuwait 
chemical Fertilizer Company (KCFC) on March 18, 1964 
and retained a 60 per cent of its shares itself while 
the rest of the shares were equally and jointly owned 
by the Gulf Oil Corporation and British Petroleum 
respectively. The KCFC was assigned the responsibility 
of construction and operations of a nitrogenous 
fertilizer plant (Plant-A) at shuaiba. Compi^ising four 
units of urea, ammonia, ammonium sulfate and sulfuric 
acid, the plant wont on si,roam in 1966 as the beginning 
of petrochemical production in Kuwait. In 1973, the 
KCFC's shares retained by the Gulf Oil and B.P. were 
purchased by and merged with PIC '. The government, in 
18. P.M.A. Arab World File, (Beirut);No.2568,March 26, 
1986. 
19. Ibid; 
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October 1974, divided PIC into three main following 
departments for the administrative and operation 
efficiency. 
i. Head Office, 
ii. Fertilizer Unit, and 
lii. Salt and Chlorine Unit. 
The Kuwaiti government increased its share in the 
ownership of PIC to 94.6 per cent in 1975 but gained 
full control (100% including 5% holding of KNPC) as it 
was nationalized on 18 March, 1976. Its assets were, in 
January 1980, transferred to KPC^^ 
5.4 Objectives 
The objectives of PIC were set as the 
establishment of petrochemical industry which would use 
associated natural gas, oil products and salt in the 
production of ammonia, acetylene, chlorine, urea, PVC, 
caustic soda and its derivatives and other 
2 1 
petrochemicals . Sit\cc tlie entire upstretim and 
20. Ibid; 
21. Ibid; 
2lO 
downstream operations of hydrocarbon industry came 
under complete government's control in 1975, Kuwait's 
endeavour in the direction of petrochemicals went on 
worth commendable as truly reflected by the views of 
Mr. Mohammad Madwah, the Assistant Under Secretary of 
the Ministry of Commerce and Industry of Kuwait as : 
"It is Kuwait's destiny to concentrate on 
petrochemical industries because they are highly 
profitable and are capital rather than labour 
22 
intensive" 
Hence, in order to fulfill the ambitions the state 
has stressed upon the expansion of the capacity of 
various plants. The increase in the production and the 
capacity of various petrochemical plants and also the 
development in export are discernible from the table-5.1 
5.5 Production 
It is evident from the table that the production 
of certain basic petrochemicals, in which Kuwait took-
22. MEES; Vol.XIX, No.36, June 28, 1976, p.3. 
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off, has gone up from its level of 1971. The production 
of urea, ammonium sulphate and sulfuric acid increased 
by 218.3 per cent, 67.3 per cent and 85.9 per cent 
respectively in 1973 as compared with 1971, but 
declined in 1974 due to some operating difficulties 
whereas the production of ammonia continued rising from 
its 1971 level of 160.9 million tons^^. The output of 
urea, ammonium sulphate and sulfuric acid recovered in 
1975 and the production of ammonia continued rising 
further as well. But in the following year, the 
aggregate production including ammonia declined as a 
result of over supply on account of certain factors 
such as- temporary shut down of the urea plant for 
increasing its daily production capacity, closing-down 
of most production units during April owing to the bad 
weather conditions and sand stroms, the slackening 
world demand for fertilizers following the world 
economic recession, and the new fertilizer plant set up 
in several other countries . The increase in 
23. Central Bank of Kuwait; JFcono/nic iZeport, 1978 , pp . 40-41 
24. Ibid; p.41. 
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production in the 1970s was noticed as a result of the 
establishment of second fertilizer plant (plant-B) at 
Shuaiba which comprises two units of 640 tons per day 
capacity, and two ammonia units of 800 tons per day 
capacity. All these units were designed and built by 
Danish and Italian companies by March 1972. The ouput 
of urea, ammonia and sulfuric acid kept rising by 1979 
but slight variations occurred meanwhile following the 
modernization of plants. The temporary suspension of 
oil and products supplies due to the outbreak of Iran-
Iraq war coincided with prevailing recessionary trend 
in the industrial world pushed the demand for 
25 
petrochemicals downward durinj^ 1979-80 . Since the PIC 
petrochemical plant's (Plant-A) ammonia unit was to 
become obsolete by 1981, it addfM] another ammonia unit 
of 1000 tons a day capacity in 'Plant B'. This unit was 
designed by the Danish company for the cost of KD 30 
million and went on stream in 1982. Though, since 1980, 
PIC increased the number of fertilizer units but these 
25. Qp.Cit; F.M.A., No.2568 
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units operated well below their respective installed 
capacities (avaraging 60 per cent) on account of a drop 
in Kuwait's production of natural gas, which is used as 
a main raw material in these plants, during 1980-85. 
Moreover,the ammonium sulphate unit was closed down, due 
to the drop in the world prices for this product 
The small quantities of urea say 12000 tons and 
23000 tons in 1983-84 and 1984-85 respectively 
delivered to the melamine plants and the rest of the 
total output exported to mainly the Asian countries. 
Similarly the very limited quantity of ammonia also 
exported to the Asian countries. A part from these, PIC 
also has the plants to produce salt, chlorine, and 
caustic soda of which output increased from 34000 tons 
in 1978 to 41000 tons in 1984-85 and the sales, mostly 
in the domestic markets, reached to 22700 tons in the 
27 
same year 
26. Ibid; 
27. Ibid; 
2'>8 
5.6 Operating PlantB 
The entire chain of petrochemicals in Kuwait 
depends on two major plants which comprise the various 
units to produce different fertilizer products. The 
table-5.2 illustrates the current respective capacities 
of units and the division of plants as has also shown 
in the figure 5.1. This is discernible from the table 
that most of the petrochemical units are based on two 
plants, Plunt-A and Plnj>t-J3. The total current 
production capacity of both the plants is 6350 tons per 
day which is an indication of progress in the field of 
petrochemicals. In addition, there are salt and 
chlorine plants in Kuwiat which are also undertaken by 
PIC. Two units of salt and Chlorine were first 
incorporated to Shwaikh Plant, by PTC in 1974 followed 
by inclusion of 30 tons per day capacity caustic soda 
production unit. Thus, the annual production capacity 
of the plant rose to 18600 tons of salt, 9800 tons of 
chlorine and 11050 tons of caustic soda. But PIC 
further expanded its capacity by contracting a Japanese 
firm to build more units of production of these 
Table - 5.2 
Petrochemical Products, Units 
and their Capacity in 1988 
Product 
Ammon i a 
Ammonia 
Urea 
Urea 
Sulphuric 
Acid 
Ammonium 
Sulphate 
Capacity 
Tons per day 
2000 
1000 
1400 
1000 
400 
550 
' No. of 
Units 
3 
1 
2 
1 
1 
1 
' Plant , 
Name I 
A 1 
B ; 
A 1 
B ! 
, 1 
A ! 
A ; 
Source: (1) 
(11) 
F.M.A. Arab World File, Be i ru t , 
(Lebnon),26 March 1986,No.2568/ 
Kwt-1808/1. 
OAPEC Bulletin: Vol.14 No.8-9, 
August-September 1988. 
Figure 6.1 
Capacity of Petrochemical Units 
in Kuwait 
Amm. SulrihnM 
0 0 0 
Sulph />oid 
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Arnn. Sulphotio 
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petrochemicals at the costs of KD 3.6 million and KD 3 
million respectively. This resulted into a new factory 
consiHl-lnfi uriiLH of c;h I or i no , cjnuHlic; HCMJ/I /UKI Hall, 
production and increase in total capacity to 75 tons, 
28 84 tons, and 150 tons per day respectively 
The PIC has also spent KD ]0 milliions in 1977 for 
building a melamine and ammonia dioxide plant of 15000 
tons and 37000 ton per year respective cnpacitios which 
went on stream in 1980. This factory, which has been 
constructed by Eurotecnica (Italy) \ising an allied 
chemical (USA) process, receiving technical assistance 
and project management from Seret (France), is owned 
by Kuwait Melamine Industries Company in which PIC 
holds 40 per cent and Kuwaiti private sector 60 per 
cent shares. This plant can use 50000 tons per year of 
29 
urea supplied by the PIC when at its full capacity 
Apart from these ventures, the PIC in 1985, contracted 
CF.Braun, a subsidiary of Santa I'o International which 
28. Ibid; 
29. Ibid; 
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is itself owned by KPC, for two projects one for 
production 60,000 tons per year of Propylene and 
another for 32, 000 tons por yonr of Polystyrene foT-
the total costs of $ 8 million and $ 38 million 
respectively. Both the plants were proposed to be. built 
at Shuaiba and scheduled to bo completed in 1988. 
Moreover, a synthetic resin plant has also been 
proposed to be built at Shuaiba for the production of 
11,500 tons per year of synthetic resins which would 
further be used as a feed stock in the domestic paint 
30 
and glass factories 
5.7 Overseas Holdings 
Kuwait, apart from making liugesome investments at 
home, has a number of joint ventures abroad as well, 
The plants held abroad by the PIC are as following: 
i - Mediterranian Fertilizer Industries Company : in 
which PIC holds 47.25 j)er cent shares while the 
30. P.M.A. Arab World Fiie,No.2573, 20 January 1988. 
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rests are held by Turkey, was founded at Mersin 
(Turkey) in 1967 and went on stream in 1972. It 
has the capacity to produce 600 tons a day of 
di ammonium pliosphate (DAP), 215 tons a day of 
phosphoric acid, 600 tons a day of sulfuric acid, 
1.100 tons a day of nitric acid and 1800 tons a 
day of calcic ammonium nitrate. In 1985, company's 
profits had gone up to $ 6 million, an increase of 
31 
34.6 per cent over the preceding year's figure 
ii - Gulf Petrochemical. InciuHtrioH Company (GPIC) : It 
is a $ 159 million (BD 60 million) joint venture 
between PIC (Kuwait), Banoco (Bahrain) and Sabic 
(Saudi Arabia), in which each company holds 1/3 of 
the total capital was established at Sitra 
(Bahrain) in May 1980. The plant comprising two 
units of methanol and ammonia each of 1000 tons a 
day production capacity began operating in July 
1985^^. 
iii- Phosphate and Fertilizer Plant in Tunisia: this 
31. Ibid; 
32. Ibid; 
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plant was commissioned in 1986 to produce 173,000 
metric tons of diammonium phosphate (DAP), 37000 
metric tons of compound fertilizers (NPK), and 
13000 metric tons of nonammonium phosphate (NAP) 
fertilizers 
iv - Turkish Arab Fertilizer Company (TAGS) : in which 
the PIC hold 25 per cent shares in a $ 70 million 
project, was establishod at Mersin (Turkey) in 
January 1986. The plant comprises three units of a 
total capacity of 4100 tons a day, to produce 1500 
tons a day of ammonium nitrate, 1400 tons a day of 
diammonium phosphate (DAP) and 1200 tons a day of 
nitirc acid. This fertilizer plant uses ammonia 
and phosphoric acid supplied by the PIC and 
Tunisia respectively 
V - The Sino Arab Chemical Fertilizer Company (SACF): 
The PIC has 30 per cent shares in $15 million 
project, was created in 1985. The fertilizer 
33. OAPEC Bulletin] Vol.14, No.5, May 1988, p.9. 
34. Qp.Cit; P.M.A. No.2573. 
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complex was built in China to produce 480,000 tons 
per year of diammonium phosphate (DAP), and 
600,000 tons per year of NPK compound f cr l;.i 1 izora , 
using phosphoric acid supplied by Kuwait-Tunisian 
Company.The project was due to be completed by the 
year 1988^^. 
Besides these, the contracts are still proceeding 
between the PIC and the Chinese and Korean companies to 
build a plant of 500,000 tons a year capacity to 
produce ammonia using the natural gas at Hainan Island 
in South China^^. 
Although, the work is going on with rapid strides 
in order to enlarge the chain of petrochemicals but,the 
production of ammonia,ethylene and methanol has greatly 
been emphasised due to the hLi?h methane and ethane 
contents of associated natural gas and also to the 
relatively simple technology required. During 1970-85, 
a number of petrochemical projects were undertaken in 
35. Ibid; 
36. Qp.Cit; OAPEC Bulletin, May 1988, p.9. 
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order to boost up the production capacity of the 
various units to meet the huge world demand. These 
units have provided the host nations of the Arab Gulf a 
competitive position, as regard to the cost and 
quality of the prochicl.s in Europe and Japan, The 
emergence of the petrochemical industry in Kuwait and 
other West Asian states was soundly based, capitalizing 
new avenues provided by the low cost raw materials,fuel 
and abundant associated natural gas besides the 
favourable market condition. It not only opened a 
pocket to absorb tlio country's pi^esont potential 
reserves but also founded a b&sis for the future 
developments. Kuwait's efforts in this direction truly 
reflect the views of its Oil Minister H.E. Sheikh Ali 
Al-Khalifa al-Sabah: 
" Country's petrochamicn] industz-y 'is mainly 
designed to produce basic building blocks....in order 
to encourage Kuwaiti industria]ists to go into the 
intermediate and final petrochemical industries 
Manufacturing of final products, would 'satisfy the 
256 
expanding domestic market and thereby provide an 
outlet, small though It may bo, for part of our 
37 production of petrochemical building blocks" 
The governmenL * s plans in Liiis regard are, thus, 
looking to be proved. The petrochemical industry, if is 
unlike other industries which absorb a substantial part 
of manpower, provides avenues to the oil refining and 
natural gas industries to come up and Its development 
proves to be influencial for Lhe progress of the oil 
industries as a whole. The rapidity of development of 
this industry can be well matched with the progress of 
natural gas industry. Ft is discornibio from the tablo-
5.3 that the wasteful flaring of associated natural gas 
in Kuwait has been reduced tremendously which indicates 
the increase in the level of its utilization, thus, the 
comparative cost advantage to the Kuwaiti petrochemical 
industry is also obvious. 
Theroforo, tho i>o I i-ochoiii i ca 1 industry W/IH Kuwait's 
rational choice as to fulfil its economic planning in 
37. Middle East Review (IXth Edition); 1983, p. 55. 
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order to develop its pre-ostabljshed oil industry that 
a future base for its present and comming generations 
may be built up. By establishing the poLrocheinicaJ 
industry Kuwait, thus, not only made a precedence in 
this direction but also opened up the avenues for 
future cooperation and development amongst the 
countries of the region and therefore linked it with 
other developed and deve]oping countries of the world. 
This is an undeniable fact that crude oil by 
itself, due to being an unrefined form of hydrocarbons, 
does not have direct application. ft was initially 
confined to serve a very few purposes but its 
uaefulnesH proved greatly with the i ri I roduc t, i on of 
combustion engine. The value of crude oil is realized 
only after its processing and catalysis in refining and 
petrochemical industries which add its value by 
cracking its various components and process them with 
different chemicals and thus i>roduce numerous end-
products. Kuwait like other Gulf oil states endowed 
with abundant crude oil and associated natural gas 
Table-5.3 
Production and Utilization of Natural Gas 
(In Million Cubic Meters) 
Year Production | Utilization Uti1i zation 
as % of Prod 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
643710 
647812 
581067 
466939 
382362 
395786 
362623 
392781 
460376 
310066 
223822 
162728 
191870 
205410 
205941 
227503 
246846 
265101 
251452 
226012 
243753 
245257 
242765 
334362 
260039 
196352 
145853 
170775 
183445 
178935 
35.3 
38.1 
45 
53 
72 
83 
87 
89 
89 
89 
86 
6 
9 
59.1 
61 .6 
67.6 
61 .8 
6 
9 
7 
6 
0 
3 
9 
Source: (i) Central Bank of Kuwait: Quarter 1y 
Statistical Bulletin, Vol.8, No.3, 
July-September 1981. 
(ii) Central Bank of Kuwait: Quarterly 
Statistical Bui letin. Vol.14,No.4, 
October-December 1989. 
BOO 
BOO 
4 0 0 
20O 
Figure 6.2 
Production & Utilization of Natural Gao 
Million O j b l o Mutf ira ( rhooaands) 
X X^ 
"X 
\ 
• ^ 
j ^ 
;^_ 
-^ 
0: 
- ^ 
^ : 
^ 
-1 
^ ; 
^ : 
^ : 
r-»^ 
^ If 
p; 
^5 
^5 
^3 
^5 
^ 
^5 
—^ 
^ n 
55 
5$ 
5^ 
- f c^ 
\ 
s^  
s ^ 
;0 i 
i ' ^ 
j ^ 
; ^ 
=^ 
r ^ T l 
:0 
f ^ J 
( 
71 7? 70 /.^ 7'> 7M r r 7^\ 70 ' ' " Ml M? HM M n^ 
— Product ion S 2 Uti l izetlon 
259 
reserves provide a naLuraL abode l.o Lhe relLnlng and 
petrochemical industries. 
The establishment of petrochemical industry, thus, 
appears as rationale since Kuwait, despite being 
lacking of adequate indigenous human resource, is 
privileged with the access of cheap and abundant raw 
materials as well as fuel oil and gas which are pre-
requisites to take-off an this direct-ion. The efforts 
made by Kuwait on these lines wei-e unprecedented and 
made seriously particularly tlirough its five year 
programme which commenced soon after the 
nationalization of oil industry. But they prove futile 
when the volume of a very few petrochemicals produced 
domestically is taken up for export and does not have 
an influencial impact on the demand or supply in 
international market. 
Hence it is desirable and suggested that Kuwait 
shoud take rapid but solid stficJoH in order to oxi)and 
the chain of petrochemical products domestically that 
it may turn out to be a concrete viable economic base. 
The chain of petrochemicals is large enough and, 
260 
therefore, provide Kuwait for a wide competitive filed 
where it can outcast the products even of industrially 
advanced countries. 
e rp p rp fl p ce nil r® P (le 
SUMMAUY AND CONCLUSIONS 
Greeks are said to have created the history of 
human settlement in Kuwait in B.C. 600 while the early 
Islamic period of settlement began in A.D. 633. The 
history of modern Kuwait dates back to only the latter 
part of nineteenth century when it came in the 
limelight and turned to be the focus of great powers' 
attention. Kuwait despite having a small territory over 
long flanged desert with hot and dry climate occupies a 
prominent position by virtue of its geographical and 
strategic location in the West Asian Gulf region. It 
may be said that Kuwait placed at the head of Arabian 
Gulf close to tVie ahat t-Kl-Arab, not only occupies an 
important position in the field of trade between East 
and West but also holds a strategic position in the 
Arab world itself. Its geograpliical location made it a 
significant trade centre which brought prosperity to 
the country. It led to the migrtition of people from the 
small states around the Gulf and emergence of 
settlements in Kuwait as a result of which its 
2 63 
population increased from onlv 4000 in 1831 to 120,000 
in 1947. The Rtratertic location of Kuwait made it a 
bone of contention amongst the great powers in the 
latter part of nineteenth century. The British having 
attained predominance in the region established 
friendly ties with Kuwait through a treaty signed in 
1899 whereby thev assumed Lhe responsibility of 
safeguarding its interest in the region. In response to 
the agreement, the ruler of Kuwait H.E. Sheikh Mubarak 
Al-Sabah agreed not to code or lease any portion of his 
territory to grant any sort of concession to any 
individual or foreign governinonL other than Britain 
without their prior consent. Kuwait, thus became a 
British Protectorate in 1899; but a Political Agent was 
appointed there only in 1904. 
The discovery of oil by a British subject Anglo 
Persian Oil Company (APOC) in Iran in 1908 streamlined 
the prospects of hydrocarbon resources in the entire 
Gulf region and attracted the major oil companies to 
make efforts to obtain oil concessions through 
negotiations. In Kuwait, the negotiations were 
2 6k 
initiated in 1911 by APOC which was later known as 
British Petroleum (13. P. ). Hut. noLhintf was soLt-led down 
due to the disrxiption as a result of outbreak of World 
War I in 1914, appearance of Gulf Oil Corporation 
(Gulf) of U.S.A. in 1923 as a third party with the same 
object, and the rejection by the Sheikh of terms and 
conditions proposed by the ambitious oil ma.iors. The 
protracted negotiations,however, culminated into an 
aj^reement signed in 1934 between the ruler of Kuwait 
and the representatives of B.P. and the Gulf Oil, 
throuj?h an equally shared and owned joint venture 
Kuwait Oil Company (KOC) Ltd. 
They successfully ex)>loro(l oil in the Bur^an 
re«ion of Kuwait in 1938. The production of Oil was 
disrupted due to the outbreak of World War II which 
caused a suspension of all oil related activities. 
Prior to the discovery of oil, the economic activities 
of Kuwait were confined to the pearlint?, fishing, boat 
buildint? and small trades, And the major source of 
earning to the Sheikhdom was taxes levied by its ruler 
2 65 
on the caravans traversed the Kuwaiti territory for 
directin« and proLecLini? I.IHMII. I tul i a ' H rolnliotiH w i l,h 
Kuwait seem to be very old. It is said that the Kuwaiti 
traders benefitted from the cargo and passen$?er trade 
to and from India. India is said to have held about 30 
per cent share in Kuwait's trade in 1930. The trade in 
Kuwait had increased substantially in the pre-oil era 
but non-availability of data and information restricts 
us to undertake a detailed analysis. 
The discovery of oiJ brought about rapid 
transformation in the Kuwaiti economy. The process of 
economic deveJopment, in Kuwait, niitfors tlie smooLh and 
unparalleled exploitation of its vast oil reserves. The 
production of crude oil and associated natural «as 
continued in an upward trend and consequently huge oil 
revenues accrued to the Kuwaiti exchequer. The 
hydrocarbon sector is considered to be the back bone of 
Kuwaiti economy as it holds abundant, oil and associated 
gas reserves which exceeded 94 billion barrels and 35 
trillion cubic feet in 1988 respectively. This sector 
still contributes about 50 per cent to the GDP and 
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holds more than 86 per cent share in the country's 
total export eaz'nin«s. The inception of oil indusLrv 
brought about a vast structuraJ change in the framework 
of country's foreign trade which enabled Kuwait to 
develop its financial as well as socio-political 
relations with the outer world. It is only due to the 
development of oil sector that Kuwait has been able to 
develop infrastructure capable of absorbing heavey 
doses of investment. It has also enhanced the 
propensity to import. 
Kuwait's dual advantages of its strategic location 
and economic progress give it a responsible and 
respectable position in the regional and international 
spheres as well. It has the privilege of being one of 
the five founding members of OPEC, which was founded in 
1960, whereby it got somo leverage in the 
determination of the levels of production, pricing 
policy and distribution of oil though it does not 
directly influence the international oil market. 
However, through OPEC it plays a significant role in 
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baJancin« the worJd supply of and demand lor oil and 
its products. Kuwait's achievements of strict oil 
conservation and full take-over of its oil industry are 
quite appreciable. On the termination of the treaty of 
1899, Kuwait turned to be an independent state in 1961 
and was admitted as a new member of the League of Arab 
Nations. Thenceforth the ruler of Kuwait assumed the 
new title of "Emir" and the country began to en.ioy a 
constitutional monarcliy. Apart, from Lhis, with Libya 
and Saudi Arabia, Kuwait founded, in 1968, the 
Organization of Arab Petroleum Exporting Countries 
(OAPEC) in retaliation of not having equal 
participation and logitimacv with the ma.jora in Lho 
determination of oil prices. The formation of OAPEC 
clearly mirrors the unity among Arab oil exporters who 
evolved the economic cooperation and integration in the 
West Asian region on equal foot, ing of other regional 
groupings of developing and developed nations. The 
decision of OAPEC members of oil embargo against Israel 
and its friendly nations in 1973, due to thei Arab-
Israel conflict, had proved to be the weapon of Arab 
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oil producers' unity. Besides, Kuwait had taken 
initiative of creating the GuJf Cooperation Council 
(QCC) in 1981 in order to establish economic unity and 
security in the Gulf. The economic Agreement of the GCC 
is a significant achievement and the most promising 
step towards free trade, common market, human resource 
development, and common policies of oii and energy, and 
aid. 
On the whole, Kuwait's efforts in the 
establishment of regional relations have been 
unabortive. Enormously endowed with hydrocarbon 
resources, Kuwait has always remained liberal in 
channelling economic assistance and financial aid l-o 
the poor and needy countries of the third world 
specially West Asia. Kuwait's aid ranges between 3 to 
10 per cent of its GDP. It HIHO plays /m equally 
active role in multilateral aid progi-ammes through many 
financial institutions such as IMF, IBRD, OPEC Special 
Fund, Arab Bank for Economic Development in Africa 
(ABEDA), Islamic Development Bank (TDB), U.N. Special 
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Fund, International Financial Corporation and many 
others, This did not merely enhance goodwill of Kuwait 
but also strengthened its politico-economic linkages 
with the outer world. 
The Kuwaiti economy witnessed a structural change 
after the beginning of oil era. It is composed of two 
main sectors, i.e.,oil and non-oil sectors. The oil 
sector's contribution despite skyrocketing of oil 
prices declined from 6(5.7 per cent to GDP and 94.3 per 
cent in the total export earnings in 1971 to 50.4 per 
cent and 85.5 per cent in 1985 respectively. However it 
accounted largely to GDP and in l.he export earnings 
meanwhile. The contribution of oil sector to the 
Kuwaiti economy varied during 1971-1985 on account of 
many reasons such as an upsurge in oil revenues as a 
result of the adjustment of exchange rate of dollar in 
1971 and 1973, the adoption of o.il conservation policy 
by the Kuwaiti government in 1972, which affected the 
supply and consequently the prices of oil, increasing 
government participation in oil industry leading to its 
nationalization in 1975 which resulted in an upsurging 
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in revenues, Iran-Iraq war which disrupted the HUPP3y 
of oil that pushed up oil prices and consequently the 
revenues, and lastly the oil glut in the international 
market in the early 1980s caused a steep decline in the 
oil prices and consequently the revenues to the 
country. 
It seems that on account of its oil sector the 
Kuwaiti government has, Lo somo oxLcnl,, been Huccoodod 
in diversifying the country's dependence from oil to 
non-oil sector. However, the obvious decline in the 
contribution of oil sector does not give a true picture 
of diversification of the sources. It appears that 
Kuwait could yet not have completely avoided and 
reduced its excessive dependence on its oil sector 
though the non-oil sectors have also experienced a 
growth rate. 
The oil sector combined with non-oil sectors 
comprising agriculture and fishorics, manufacturing, 
electricity, gas and water, construction, wholesale and 
retail trades, transportation, communication and 
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storage, financial institutions and insurance, and few 
others compose the structure of the oconomy. TVie non-
oil sectors such as construction, manufacturing, 
wholesale and retail trades, and the transportation and 
storafte have registered positive growth rates over the 
period from 1971 to 1985. The growth rate of the non-
oil sectors during the period under review could have 
been achieved only on account of an increase in o.i]. 
revenues as a result of upsurge in oil prices and the 
government's promt planning and policies aimed at the 
diversification of the economy through the optimum 
utilization and mobilization of available resources. 
The government's policy aimed at the diversification 
and the optimum utilization of liydrocarbon resources 
encouraged remarkably the downstream operations which 
not only enhanced the value of resources but also 
opened up new avenues of progress. 
It is understood that the oil industry since its 
inception underwent a significant structui-al change. 
The huge upstream of oil. made a way for downstream oil 
industries such as refineries, petrochemical industry 
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and the transportation of oil, Has and petroleum 
products through marjn transport and pipelines. 
Thouf?h, the downstream oil industries had already been 
established by the operating majors but, Kuwait made 
its first unabortivo atLemi>L by forming Kuwait. NnLional 
Petroleum Company (KNPC) in 1960. This Compnay was, 
however, initially involved in the marketing of refined 
products within the domestic market. The remarkable 
developments in the field of downstream were noticed 
during the seventies mainly due to the change in oil 
price structure and the nfectionalization of oil 
industry. Kuwait has made tremendous efforts by 
establishing gj^s-based industries which not only 
regulated the wasteful flaring of associated natural 
gas but, also proved fruitful <for value adding the 
resources. 
The notable developments in this regard were 
observed after the formation of Kuwait Petroleum 
Corporaion (KPC) in 1980. The KPC, under the direction 
of the ministry of oil, is entrusted with the 
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management and control of upstream and downstream oil 
operations which it undertakes through its six 
subsidiaries. It seems that the Kuwaiti economy 
revolves around the oil industry as its progress still 
largely depends on the oil revenues. The socio-economic 
development of the country, thus, rests on the levels 
of development achieved by the oil industry in Kuwait. 
Therefore, the evolution of oil industry in Kuwait 
resulted in the transformation of the economy which 
gave it a way to be flourished with oil richness and 
abundant revenues. The oil industry in Kuwait developed 
in two phases. In the first stage which covers the 
period from its establishment to the nationalization, 
oil industry and its activities were exclusively 
managed and controlled by the operators and 
consequently the rate of development remained sluggish. 
The oil reserves in Kuwait were estimated at 9 
billion barrels in 1944, but the subsequent discoveries 
of oil enhanced them to 68.7 billion barrels and 
further 94.5 bil.l ion barrels in 1965 and 1989 
respectively. The oil production also increased rapidly 
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from 0t016 million barrels per day in 1946 to its peak 
3.28 million barrels per day in 1972. The rate of 
production was very high in the 1940s but it declined 
thereafter. However, the production of oil, despite 
marginal variations in its rate meanwhile, went on in 
an upward trend until 1972, it thenceforth declined 
markedly. The sharp increase in reserves and production 
which were noticed after world war 11 were attributed 
to the reconstruction of war-ravaged economies, rapid 
industrialization and expansion of transportation which 
created massive demand for oil. The rate of oil 
production in Kuwait between 1946 and 1972 fluctuated 
on account of several reasons such as Suez canal crises 
in 1956, deliberate reduction in oil prices by the 
majors in 1959 and again in 1960, formation of OPEC in 
1960, independence of the country in 1961, 
expropriation of concessional areas by the Kuwaiti and 
Iraqi governments seperately in 1962, Arab-Israel 
conflict in 1967, formation of OAPEC in 1968, changes 
in the oil price structure in 1971 after the Tehran 
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AKreement and the oil consorvaLion policy adopLed by 
Kuwait in 1972. These factors directly or indirectly 
affected not only the production of oil but, also its 
prices and consequently the revenues to the government. 
The revenues to the Kuwaiti government until 1959 
increased on account of uninterrupted export of oil 
from Kuwait though the priceH of oil were kept low by 
the ma.iors. 
The undercutting of oil prices by the companies in 
1959-60 gave a blow to the government's oil revenues. 
But the formation of OPEC in 1960 and relinquishment of 
half of the entire concessional area by the Kuwaiti 
government in 1962 brought up new hopes. The prices of 
oil during 1960s remained constant at $1.59 per barrel. 
The main area of development was the downstream which 
provided Kuwait with innumerous avenues to set out its 
efforts for boosting up the socio-economic welfare. 
Besides this, the downstream infrasiructutal facilities 
in Kuwait had been established by the operating 
companies earlier than the nationalization of oil 
industry but, they i)roved incapable of inoetlnu tlie iiugc 
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upstream of country's oil and increasing demand for it. 
The oil industry during 1970s achieved remarkable 
progress as it witnessed many more developments in the 
field of downstream. In the pre-nationalization stage, 
the Kuwaiti oil industry developed in different 
fashion, however, the government's objectives through 
its planning could be materialized. Success came in the 
second phase of development of oil industry which began 
after its nationalization in 1975. After having 
achieved full control over its oil industry, the 
kuwaiti government continued its efforts of maintaining 
equilibrium in the world oil market through its 
planning and poJicies. 'rhougli, tlio oil rovenuoB, 
despite conservation of oil, increased manifold as a 
result of upsurge in oil prices and a shift in export 
from crude oil to refined r)roduct8 in the 1970a onward. 
This implies that the government's policy never 
deviated from its aim at the diversification and 
optimum utilization of the resources. The downstream 
oil operations were given special emphasis since then. 
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It led to the expansion and modernization of downstream 
industries in Kuwait. The progress achieved in this 
regard since nationalization of oil industry can be 
well matched with the oil revenues which increased by 
382.5 per cent during 1972-1979. It was coincided with 
a decline in the rate of crude oil production and 
export by about 23 and 28 per cent respectively. The 
expansion of downstream infrastructural facilities 
manifests the government's unabortive attempts in this 
sphere. This also brings forth the potential of tlie 
indigenous skill and technology. 
Though, the discovery of the hydrocarbon resources 
destined Kuwait with abundant oil roven\ios through the 
diversification of its economy but, the unscrupulous 
exploitation of vast oil and associated natural gas 
reserves upto the end of 1960s caused a decline in the 
reserve to production ratio and consequently indicated 
at the shrinkage of their lifespan. At the same time, 
Kuwait was lacking infrastructural facilities and the 
resources other than oil as unearthed and mentioned by 
the IBRD in its survey report. It coexisted with huge 
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influx of oil revenues ensued from the expandinf? crude 
oil export. Hov/ever, prior to the Tehran Agreement of 
1971, the oil revenues to the government, despite an 
upward trend in oil production, were not increasing 
with the same pace. Hence the sectoral and factoral 
imbalances emerged in the economy as a result of its 
low capacity to absorb the increasing surplus funds. At 
this .juncture, the Kuwaiti government chalked out an 
initial five year plan, covering the period from 1967-
68 to 1971-72 and encompassing many short and long term 
objectives. The special emphasis was though given to 
the diversification of the sources of national income 
in order to build up a self susl-alned economy and the 
human and physical resources of the country. 
Nevertheless the Kuwaiti government invested enormous 
amount of surplus funds oji various devolopmont 
projects, the objectives of the plan could yet not be 
fully achieved. It led the government to deliberately 
adopt a strict oil conservation policy in 1972 whereby 
a limit of 3 million barrels per day was set on the 
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domestic oil production. 
The motivation behind this policy was to make 
optimum utilization of depleting hydrocarbon resources 
and the oil revenues by avoiding ovei—consumption and 
spending so that an alternative industriaJ base could 
be set up for achieving a sustained economic growth. In 
order to attain the plan's objectives, the Supreme 
Petroleum Council was formed in August 1974. It was 
entrusted with the drawing up of a general oil policy 
pertaining to the proservation and utilization of 
hydrocarbon resources and the development of oil -based 
industries within the context of country's overall 
socio-economic development. It receieved a support from 
the Supervisory and Coordination Committee which was 
set up in 1975 for the development of downstream oil 
industries in the country. In spite of having invested 
huge surplus funds and adoiTted the oil conservation 
plicy the government could no longer succeed in 
achieving the goals of its plan and policies since the 
revenues increased following the upsurge in oil prices. 
The year 1975 was the turning point when Kuwait 
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nationalized its oil indutry and, thus, the power of 
decision making shifted from operating companies to the 
government. Thenceforth, the economic fis well as oil 
policies witnessed serious and promt actions as the 
government of Kuwait embarked upon the development and 
modernization of pre-established downstream oil 
industries. 
In the pre-nationalization oil-era, two plans were 
drawn but their goals could not be achieved since 
development planning had been ignored. In the third 
five year plan which began in 1976-77 the government 
geared its plicy towards the broadening and 
diversification of productive b«.se and, thus, raising 
the standard of living. This policy received an impetus 
from the Reserve Fund for Future Generations (RFFG) 
which was consituted by Law-106 in 1976 and allocated 
10 per cent of annual revenues of the country 
thenceforth. After the complete take over of oil 
industry, the government strongly emphasized the 
industrialization through its development plans.Higher 
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priority has, however, been given to the capital 
intensive and export oriented industries directed at 
expanding and modernizing the downstream oil industries 
and increasing the uLilizntiotv of NGL and LPG. Besidea, 
the private participation was encouraged and the 
Industrial Bank established to synchronize the 
activities. The plans, chalked out after the 
nationalization of oil industry, ombnrkod upon 
development of infrastructural facilities in order to 
enhance the abaorbLJve and procJuc; 1, i vo capficil, ies of I.he 
economy. 
Therefore, the efforts were continued to 
establish a viable alternative economic base by 
expanding and modernization pre-established downstream 
oil industries. The government policy in this regard 
was rational since downstream oil operations are highly 
capital intensive, cost advantageous and viable 
alternative. Moreover,add tlie value of resources, 
create employment opportunities in the non-oil sectors, 
and earn profits through tlio optiiiium utilization of oil 
and gas as well as the economies on scale. A 
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substantial gain derived from downstream oil operations 
is discernible from Lhe performance of refineries, 
transportation of oil, gas and products, and the 
petrochemical industries. 
The Kuwaiti oil industry after its nationalization 
in 1975 witnessed many developments in its refininc 
operations. The capacity of the refineries expanded 
from 609 thousand barrels per dav in 1975 to 720 
thousand barrels per day in 1987. Though, the domestic 
consumption increased from 21.9 thousand to 101.7 
thousand barrels per day in 1985 but a substantial part 
of the refined oil was exported which brought more 
revenues to the country. The export of refined oil rose 
from 140.5 thousand to 510 thousand barrels per day 
between 1975 and 1987, In contrary, the export of crude 
oil declined trcmtMidouH 1 y <hit ing tho same period 
whereby it can be derived that Kuwait has to a large 
extent, been successful in shifting its dependence from 
crude oil sales to the export of refined oil which 
obviously added the value of the resource. 
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The expansion of refining industry and its 
operations encouraged the transportation of oil and 
its products as well. Transportation of oil, gas and 
petroleum products in Kuwait depend on a network , of 
pipelines and a large tanker fleet. The total length of 
pipeline has increased to about 500 miles whereas the 
number of vcsaels fojf tlio Hanio purpose gone ut> l:o 30. 
The pipelines and ships are varied in their sizes and 
designs and specified for earring various products. 
Through transportation, the oil fieJds arc linked with 
refineries and so on. Kuwait's effort"in this direction 
are unprecedented. It was Kuwait Oil Tanker Company 
(KOTC) thtit had initiated transporting oil from Gulf 
region since its establishment in 1957. Pipelines 
network have further synchronized the transportation of 
oil and its products and, thus, established links 
between the points of upstream and downstream. 
Kuwait could not have restrained itself to the 
extent of producing refined oil and selling it but it 
has more strongly set out in the direction of 
petrochemicals as well. There is a long chain of end 
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products though the basic product are olefines, 
aromatics and methanol. These products are derived from 
various refinery products and further proceaaed with 
natural gas and many catalysts through reforming and 
cracking units of highly technological petrochemical 
industry. There are around 300 known petrochemical 
products but of them very few are produced in Kuwait. 
The finished petrochemical products which Kuwaiti 
industry produces are- urea, ammonia, sulfuric acid and 
ammoniuni sulphate. Though, the statistics related to 
the Kuwait's production of urea and ammonia is 
available for the period under review but, regarding 
their exports, it is available only for the period-
1978-1985, and indicates a decline in both the cases. 
It is evident from the fact that the decline in the 
levels of production as well us export of those 
petrochemicals was attributecl mainly to the 
deceleration in their demand in the international 
market as a result of prevailing recession in 
industrial countries. It was further affected by the 
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renovation and modernization of various plants which 
discontinued their production. Kuwait, besides these, 
produces other petrochemicals also which are as 
chlorine, caustic soda, malamine and ammonium dioxide. 
The toLnl current cnp/vcitv wJiich knwail i po I rofhoiii i en I 
industry possesses is 6350 tons that is quite low if is 
compared WLLIJ ol-hor counLr i os . However , Kuwait's efforts 
in this direction are unprecedented and still continued 
as the field ahead is wide enough to explore. 
To conclude, it seems fair Lhat the present state 
of Kuwaiti economy is the outcome of the discovery of 
oil and continual inflow of revenues ensued from 
production at commercial scaJe. The explaination 
appears pertaining to it that the developments of oil 
industry influence the progress of the economy or its 
growth. Therefore, the Kuwaiti economy by the end of 
1960 did not grow-up at Lhe pace which iL attained in 
the seventies and afterward. It was attributed to many 
factors which affected its growth but, the operational 
constraints which hampered the development of oil 
industry restrained the progress of the economy as 
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well. The oil industry itself developed in two phases, 
which cover its entire lifespan. The first phase which 
can be stretched from its inception upto the change in 
the power of decision making. In the first phase, the 
oil industry in Kuwait had been operated by the 
concessionaires who held the exclusive rights to 
determine the levels of production and distribution of 
oil and its prices whereas the Kuwaiti government 
remained confined to the extent of royalty recipient. 
The operating companies unscrupulously exploited the 
vast hydrocarbon reserves and export oil to maximize 
their profits by keeping prices low. 
However, the revenues accruing to the government 
continued to increase due to the change in the mode of 
royalty payment which turned into equal profit sharing 
in 19G1 and, an a result of tho I'm-mation of Oi'EC tliat 
checked the falling oil prices. Even after having 
attained the rights from the concessionaires in 1960 
to sell the petroleum products in the domestic market, 
idence in 1961 and half of the entire area 
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relinquished by the operators in 1962, Kuwait could not 
take-off successfully to achieve a sustainable economic 
rtrowth. It appears that this drawback was attributed to 
the low absorptive capacity of the country which ensued 
on the scarcity of human and physical resources other 
than oil. Therefore, the increasing revenues incurred 
from the unneccessary oil production and consequently 
the export simultaneously with wasteful flaring of gas 
on the one hand and the low absorptive capacity of the 
country on the other hampered the progress of the 
economy in general and oil industry in particular. 
Though, the downs Lroam opot-aUonH , which tofoi- Lo the 
refining and petrochemical industries and the 
transportation services related to oil industry, had 
already been set out by Lhe operating companies but, 
remained incapable of making optimum use of indigenous 
hydrocarbon resources. This happened due to the scanty 
attention paid in this direction by the concessionaires 
who confined their eforts to the extent of maximization 
of their profits. Hence the situation deteriorated and 
induced the Kuwaiti government to adopt a strict oil 
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coservation policy in 1972 and, thus, makinj? optimum 
use of its indigenous non-renewable depleting 
hydrocarbon resources. This way, the policy appears to 
be a rational choice of the government since it, 
therefore,not merely checked the upsLream of oil and 
the operating techniques practised by the ma.iors but 
also shared, with other members of OPEC, the 
responsibility of maintaining equilibrium between the 
world demand for and supply of crude oil. The policy 
was, infact, adopted to conserve the vast oil and 
associated gas reserves beneatli the earth for future 
use, increase the bargaining position as to attain a 
stable oil price structure, fully and most favourably 
utilize the indigenous hydrocarbon resources as raw 
materials as well as feedstock in producing the final 
products, and to get better prif;os through tlic sales of 
refined products rather than crude oil.And there 
obviously more profit accrued to the government on the 
sales of refined oil and )^et^ oc^ hf'm i cal produc(-R rather 
than it earned on the disposal of oil in crude form. 
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The oil prices since 1971 increased continually as 
a result of Tehran Agreement which brought about a 
change in the exchange rate of dollar. It led to an 
impetoua rise in the revenues accruing to the Kuwaiti 
government despite a decline in oil production since 
1972. The problem of absorption of the surplus revenues 
continued to prevail in Kuwait until the surpluses were 
put to the development projects which were set out 
after the nationalization of oil industry in 1975 and 
enhanced the absorptive capacity. 
The Kuwaiti economy, during the period under 
review, achieved an unprecedented progress so as the 
oil industry experienced the icninrkable developments 
which could be made possible only when development 
planning and the domesitc oil policy were undertaken 
scrupulously. It seems that the policy which aimed at 
the optimum utilization of crude oil and associated 
natural gas through plans to shift from entire 
dependence of the economy on crude oil sales to 
industrialization and the export of refind products. 
LPG and petrochemicals, provided innumerable avenues to 
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the expansion and moderniznl.ion of prc-estftblished 
downstream oil industries in Kuwait. This can be 
supported by the fact that the share of refined 
products in the total petroleum export rose from 7.2 
per cent in 1975 Lo 50.9 per conL In 1985 whorens the 
contribution of crude oil declined from its peak 92.8 
per cent to 49.1 per cent during the same period. The 
contribution of refined produces' export in the total 
production of crude oil is also manifested by its 
positive growth which increased from 6.74 per cent to 
52.6 per cent, In contrary, l,ho contribution of crude 
oil export in the total production shrinked from 86.5 
per cent to 50.8 per cent betwccMV 1975-85. Lt clearly 
reveals that the success of the efforts made by the 
Kuwaiti government in making optimum utilization of its 
hydrocarbon resources not only enhanced the GDP at 
current prices from KD 3484.62 million in 1975 to KD 
5918.30 million in 1985 but, also gave an inpetus to 
the development of other sectors of the economy. The 
key economic indicators particularly the development 
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expenditure give us a scintillating picture of the most 
favourable utilization of crude oil and associated gas. 
Nevertheless the production of oil declined 
tremendously since 1972, the oil sector's contribution 
continued to expand as it enhanced from KD 2456.56 
million in 1975 to KD 2983.16 million in 1985. But the 
surpluses surprisingly declined from KD 1186 million to 
only KD 729 million during the same span of time. The 
shrinkage in the surplus funds can be attributed to 
the expansion of dcvolopmoni, oxpendJ Lure which 
increased from KD 129 million to KD 756 million during 
the period under review. 
Hence our first hypothesis proves as the oil 
production, in monetary terms. Since 1975 not only 
catered with the requirement for development 
expenditures but the domestic consumption as well. 
Another hypothesis, to some extent, proves only when 
the undesired oil production and wasteful flaring of 
associated gas are checked by the government through 
its conservation laws. This way, these non-renewable 
depleting valuable sources of energy undergo the best 
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suitable uses since work at rapid pace is going on 
throughout the world to find out cheaper alternative 
sources of energy. 
The diversification and optimum utilization of 
hydrocarbon resources can, thereforce, be discerned 
from the performance of non-oi] sectors which have 
grown up tremendously as their contribution to the GDP 
increased from 29.5 per cent in 1975 to 48.1 per cenL 
in 1985 and further to 66.6 per cent in the following 
year. The positive indications are also received from 
the refining and transportation industries which have 
attained the appreciable levels of development. The 
refinery capacity, its production and export increased 
manifolds. The consumption of refind products within 
the domestic economy has also gone up. The transportion 
sector is capable of carrying BO per cent of LPCl, 37 
per cent of refined products and 18 per cent of crude 
oil domestically produced. During the period under 
study,a number of petrochemical projects were also 
undertaken in order to boost up the domestic production 
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capacity to meet the growing world demand. Apart from 
the inland developments of oil industry, Kuwait's 
efforts have also been unabortive in acquiring the 
ventures in Europe, USA and Far East. It occupies a 
number of foreign holdings which have absorbed huge 
revenues of the country through investments. The income 
from investment stood at KD 1154 million in 1984-85 
that mirrors the Hiuooth diverai 1" i cation of indigenous 
resources whereby a sustainable economic growth is 
being hopefully attained. The public expenditiire is 
also one of the indicators that shows the absorptive 
capacity of the country. It has expanded from KD 1085 
'million in in 1975 to KD 3156 million in 1985. Thus, it 
is also clear that the country's overall capacity to 
absorb its revenues increased by about three folds 
during the second phase of development of its oil 
industry. The total expenditure to GDP ratio has 
increased from 31.13 per cent to 53.22 per cent in the 
same span of time. We may, thus, conclude that the 
expansion of the absorbtive capacity of the country is 
a favourable symbol of the economic progress. It, 
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aboveall, indicates at the well suitable 
diversification of hydrocarbon resources which in turn 
jjenerate more revenues and provide the economy with a 
sustainable economic growth rate. 
The third and final hypothesis seems to have been 
well matched with the country's exports trend which, as 
analysis shows, varied not only due to the price 
volatility but its fluctuations can be attributed to 
the vulnerability of the oil market which ensued from 
the economic conditions in industrial world. The oil 
policy of Kuwait, thus, seems to have been deviced 
accordingly. 
However, Kuwait has yet to take off at an 
accelerated pace in the same direction since the 
dependence of its economy has not been wholly shifted 
from its single non-renewabJo source to a viable 
alternative. Kuwait undoubtedly holds vast hydrocarbon 
reserves which can last for more than two centuries in 
case the production of oil continues at the current 
rate. It makes up a wide field to explore the other 
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avenues for the future of the economy and puts Kuwait 
in a somewhat stronger economic position in comparision 
with the other oil producing developing countries. It 
is, therefore, strongly felt that work in this regard 
should be undertaken in accordance with proper planning 
and expert management. It is advisable for Kuwait that 
it should device the policies in such a way that the 
country's sustainable capacity to produce oil may 
expand to meet the forthcoming demand for oil in the 
industrial world since their reserves and consequently 
productions seem falling day by day. 

SELECT BIBLIOGRAPHY 
BOOKS: 
Adelman, M.A. The World Petroleum Market, John Hopkins, 
Baltimore, 1972. 
Alessat Shamlan Y. The Manpower Problems in Kuwait, 
Kegan Paul, London, 1981. 
Al-Fathi, et al. The OPEC Market to 1985. Lexington, 
London, 1979. 
Al-Marayati, Abid A. The Middle East: Its Governments 
and Politics, Duxbury, California, 1972. 
Al-Mutawa, Subhi Abdullah. Kuwait City Parks, KPI, 
London, 1985. 
Al-Otaiba, Mana Saeed. OPEC and the Petroleum Industry, 
Groom Helm, London, 1975. 
Al-Sabha, Y.S.F. The Oil Economy of Kuwait, Ke«an Paul, 
London, 1980. 
Amin, Samir. The Arab Economy Today, Zed Press, London, 
1982. 
Attlsa, Ali Ahmad. Interdependence on Lhe Oil Bridge: 
Riks and Opportunities, Oxford, 1988. 
Asopa, Sheel K, Oil, Arms and Islam in Lho Gulf, 
Printwell, Jaipur (India), 1986. 
Blair, John M. The Control of Oil, Mac Millan, London, 
1976. 
Casadio, Gian Paolo. Economic Challenge of the Arabs, 
Westmead, Saxon House (U.K.), 1976. 
Chand, Attar. World Energy Order: 1924-1983, Academic, 
Now Delhi (India), 1983. 
Chevalier, Jean Marie. The New Oil States, Allen Lane, 
Penguin, London, 1975. 
Chisholm, A.H.T. The First Oil Concession Agreement: A 
Record of Negotiations 3 911-3 934, Fil-anc 
Cass, London, 1975. 
Dickson, H.R.P. Kuwait and Her Neighbours, George Allen 
and Unwln, London, 1911. 
Dolan, Edwin G. Basic Macro Economics, The Dryden 
Press, New York, 1983. 
Doran, Charles F. Myth, Oil and Politics: Introduction 
to the Political Economy of Petroleum, 
The Free Press, London, 1977. 
El-Azhari, M.S.(ed). The Impact of Oil Revenues on Arab 
Gulf Development, Groom Helm, London, 
1984. 
El-Mallakh, Rngaei. Economic DcvclopmcnL and Regional 
Co-operation: Kuwait-, University of 
Chicago (U.S.), 1968. 
El-Mallakh, Ragaei. Kuwait: Trade and Investment, 
Westview, Boulder, Colorado, 1979. 
El-Mallakh, Ragaei (ed) . OPEC: Twenty Years and Beyond, 
Westview, Colorado, 1982. 
El-Mallakli, Kngno i nnd A M M , .Infoh K. The Abnorpl-Wc 
Capacity of Kuwait, Lexington, 
Massachusetts, 1981. 
El-Sheikh, Riad. Kuwait-Economic Growtti of Oil Stale: 
Problems and Policies, Kuwait 
University, 1972-73. 
Falloni Nicholas, Middle Easi Oil, Money and Its Future 
Expenditure, Graham and Trotman, London, 
1975. 
Fesharaki, Fereidun and Isaak, David T. OPEC,the Gulf 
and the World Petroleum Market, 
Westview, Colorado, 1983. 
Field, Michael. A Hundred Million Dollars A Day, 
Sidsewick and Jackson, London, 1975. 
Frank, Helmut J. Crude Oil ]*riceH in Lhe Middle East: A 
Study in Oli^opolishtic Price Behaviour, 
Frederic A. Prae«er, New York, 1967. 
Frankel, P.H. Essentials of Petroleum: A Key to Oil 
Economics, Frank Cass, London, 1976. 
Ghadar, Fariborz. The Petroleum Industry in Oil 
Importing Countries, Lexington, 
Miissachusetts, 1983. 
Ghantus, Elias T. Arab Industrial Tnteffration: A 
Slral.ogy for Dovol opmon I,, Crooiii Helm, 
London, 1982. 
Griffin, James M. OPKC Rehaviour and World Oil Prices, 
George Allen and Unwin, London, 1982. 
Hatch, Lewis F. and Matar, Sami. From Hydrocarbon to 
Pohrochemi cala , Giil T Publishing Company, 
London, 1981. 
Hartshorn, J.E. Oi] Companies and Governments, Faber 
and F'aber, Londoji, 1962. 
Hawdon, David. (ed) . The Changing Structure of World 
Oil Industry, Groom Holm, London, 1985. 
Issav?i, Charles, Oil, the Middle East and the World, 
Snfio Pub] i cntj ons , Fiondon, 1972. 
Jacoby, Neil H. Multinational Oil:A Study in Industrial 
Dynamics, MacMlllan, New York, 1974. 
Jaidah, Ali M. An Appraisal of OPEC Oil Policies, 
Fjon^nmn, London, 19B3. 
Jenkins, Gilbert, Oil Economi sl.s' Handbook, Applied 
Science Pviblishers, London, 1977. 
Johany, Ali D. The Myth of the OPEC Carl-ol: The Role of 
Saudi Arabia, Chichester, New York, 
1980. 
Jones, Aubrey. Oil: The Missed Opportunity or Naft and 
Shaft, Andre Dentsch, London, 1981. 
Kedourie, Elie(ed). The Middle Eastern Economy: Studies 
in Economies and Economic History, Frank 
Cass, London, 1970. 
Khera, S.S. Oil: Rich Man Poor Man, National Publishing 
House, Delhi ( India) , 1979. 
Khou.ia, M.W. and Sadler, P.G. The Economy of Kuwait: 
Development and the Role in 
International Finance,MacMilIan, London, 
1979. 
Koopmann, George et al. Oil and the International 
Economy: Lessons From Two Price Shocks, 
Transaction, Oxford, 1989. 
Kubursi, Atif A. Oil Idustrialization and Development 
in the Arab Gulf States, Croom Helm, 
London, 1984. 
Kuznets, Simon. Economic Growth and Structure, W.W. 
Norton and Co., Now York, 1965. 
Lenckzowski, George. The Middle East, in World Affairs, 
Cornell Univorsilv. F.ondon, 1980. 
Lenckzowski, Geori^^e. Middle Kasl- Oil in the 
llcvol ul", ionary A«e , American Etiierpr i se 
Institute for Public Policy Research, 
Washington D.C., 197(5. 
Levy, Walter J.(ed). Oil Strategy and Politics: 1941-
1981, Westvjew, WaBhington D.C., 1976. 
Longrigg, Step?ien Hetnsley, Oil in the Middle East: Its 
Discovery and Development, Oxford, 1968. 
Maachou, Abdelkader. Organ i v,at i on of Arab Pcti-oleum 
Exporting Countries, Frances Printer, 
London, 1982. 
Madelin, Henri. Oil and Politics, Saxon House, 
Lexington, Massachusotts, 1973. 
Manoharan, S. The OiJ (.risls: End of an Era, New Delhi 
(India), 1974. 
Mikdashi, Zuhayr. A Financial Analysis of Middle 
Eastern Oil Concessions: 1901-1965, 
Frederick A. Proogor, New York, 1966. 
Niblock, Timothy and Lawless, Richar-d (ed). Prospects 
for the World Oil Industry, Groom Helm, 
London, 1985. 
Odell, Peter R. An Economic Gnograr)hy of Oil, G. Bell, 
London , 1 9()r> . 
Odell, Peter R. Oil and World Power: Background to the 
Oil Crisis, Penguniiu^, London, 1975. 
Pachauri, R.K. The Political Economy of Global Energy, 
Oxford Universit,v Press, New Delhi 
(India). 1985. 
Pearce, Joan(ed). Third Oil Shock: The Effect of Lower 
Oil Prices, Koval Institute of 
International Affairs, London, 1983. 
Penrose, Edith. The Growth of Firms, Middle East Oii 
and Other Essays, I'l-ank Cass, London, 
1971. 
Pitcher, Donald Edj-^ nr. An Historical Geography of the 
Ottoman Empire, E.J. Brill, Leiden, 
Nolliorlnnds, 1972. 
Rustow, Dankwark A. and Mugno, John F. OPEC: Success 
and Prospects, Martin Robertson and Co. 
London, 1976. 
Sampson, Anthony. The Seven Sisters: The Great Oi] 
Comr>anieK and the World Thoy Made, 
Hodder and Stoughter, [jondon, 1975. 
Sayi*(h, Yusif A. The Economies of the Arab WorJd: 
Development Since 1945, Groom Helm, 
London, 1978. 
Sayi>?h, Yusif A. The Determinants of Arab Economic 
Development, Groom Helm, London, 1978. 
Saye«h, Kamal S. Oil and the Arab Regional Development, 
PraeMer,New York, J9B8. 
Schurr, Sam H. et al. Middle East Oil and the Western 
World: Prospects and Problems, American 
Elsevier Publishers, New York, 1971. 
Sh aw, Ralph. Kuwait, Ministry of 1 ti formation, Kuwait, 
1976. 
Shihata, Ibrahim F.I. The Other F^ ace of OPEC: Financia] 
Assist,ance to i-he Third World, LonKman, 
London, 1982. 
Shwadran, Ben.iamin. The Middle Kast Oil and the Great 
Powers, fsrael University. Jerusalem, 
1973. 
Stocking, Georso W. Middle KasJ, Oil: A Study in 
I Political and Economic Controversy, 
Allen Lane, London, 1970. 
Stone, Russel A.(ed ) . OPEC and Lhe Middle East: The 
Impact of Oil on Soc latal Development, 
Praegor, Now York, 1977. 
Stork Joe, The Middle East Oil and the Energy Crisis, 
Monthly Review Press, New York, 1975. 
Tanzer, Michael. The Poli l.ical Economy of the 
International Oil and the Under 
Developed Countries, Temple Smith, 
London, 1969. 
Tetreault, MMIM-V Ann. The ()r«/in i v.at i on ol* Arab 
Petroleum Exporting Countries: History, 
Policies and Prospects, Greenwood, 
London, 1981. 
Tiratsoo, E.N. Oilfields of Lhe World, Scientific 
Press, Beaconsfield (U.K.). 1976. 
Turner, Louis. Oil Companies in the International 
System, George Allen and Unwin, London, 
1978. 
ARTICLES TN JOURNALS AND CONFRENCIil PAPERS 
ARTICLES: 
Ali, Nazim, "The Oil Sector in Kuwait: Its Performance 
Since 1966", The Journal of West Asian 
Studies Society, Centre of West Asian 
Studeis, Muslim Univprsily. Ali«arh 
(India). Vol.1, No.l. 1986. 
Al-Chalabi J. "Tlio Concept of Consorva t-i on in OPEC 
Member Countries", OPEC Review 
(Austria), Vol.Til, No.3. Autumn, 1979. 
Atta, Jacob K. "The Oil Policies of Kuwait: A 
Outsider's InLerpretation", Journal of 
Energy and Development (Colorado, 
U.S.A.), Vol.VI, Nos.1-2, Autumn 1980-
81. 
El-Sarafy, Sarah, "Absorptive CapaclLy, the Downstream 
for Revenues and Supply of Petroleum", 
Journal of Energy and Development, 
Vol.VII, Nos. 1-2, 1981-82. 
Kadhim, Mihssen, "A Note on Downstream 
Industrialization and the Security of 
Oil Supplies",' Journal of Energy and 
Development, Vol.VII, No.10, 1980-81. 
Lockhart, Laurence,"Outlines of the History of Kuwait", 
Journal of Royal Central Asian Studies 
Society (Calcutta, India), Vol.XXXIV, 
Parts, 3-4, July-October 1947. 
CONFERENCE PAPERS: 
Presented in OAPEC Conference on 'Arab Refining 
Industry in tha 1990s', Kuwail.. March 28-30. 1989.; 
Al-Fathi, SaadaiLah, "Development and Prospects of OPEC 
Refining Industry". 
Al-Khudurl , 'i'nri(|i, " J ntogrnt ion of Arab Petrochemicnl 
Industries ". 
Malin, Cleineni B. "The Jmi^l icntions of Downstream 
Reintegration in Major Markets". 
JOURNALS, BULLETINS, OFFICIAL SOURCES, GOVERNMENT, 
INTERNATIONAL AGENCIES AND COMPANY REPORTS 
The Arab Petroleum Research Centre (Paris). 
-Arab Oil and Gas Djrectories, 1980 and 
1982. 
Cambridge Information and Research Services Ltd. 
(Cambrid«o, U.K.). 
-World Directory of Energy Information: 
Middle East, Africa and Asia/Pacific, 
Vol.11 1982. 
Central Bank of Kuwait. 
-Quarterly Statist ical Bulletins, from 
Vol.Ill (1976) to Vol.XVII (1990). 
-Annual Reports, 1975 and 1988-89. 
-Economic Reports, from 1975 t-o 1979, 
1983, 1985 and I9HK. 
-The Kuwaiti Economy in Ten Y'ears: 
Economic Report 19fi9-79. 
-The Kuwaiti hk-omuuv : Econom i c Repor-t, 
I 980-8/1 , 
-Economic Clmrt, Vol.VIII, 1986. 
Centre of WesL Asian Studies, Miis]jm University, 
A]luarh (India). 
-Economic Development in West Asia, 
Proceedings on National Seminar, 
December 6, 1986. 
The EconomisL Fnt.el I i gcnoe Unit, (London). 
-ETIJ: Qunri or! y SI at i si. i ml lieview-
Kuwnit, 1985. 
-KTV: QiinrterJ y Counivy Reports on 
Kuwnit, from No.I to 4, 1988. 
-Cnuntrv Profile: Kiiwai t ,1988-89 . 
-Economists, Monthly Issues. 
P.M.A. Arab World Files (Paris). 
-From No.52, August 21, 1974 to 
No.2578,January 27, 1988. 
Gulf Publishing Company (Texas, USA). 
-World Oil, Weekly Issue from Vol.170-71 
(1970) to Vol.178-79 (1974). 
International Bank for Reconstruction and Development 
(Washin«ton D.C.). 
-The Economic Dev(^ I opmcnt of Kuwait, A 
Report. 
-World Development Reports, 1982,1984, 
1985, 1987 and 1988. 
International Research Centre of Energy and Economis 
Development, University of Colorado (Boulder,USA). 
-Journal of Eneri^v and Development, from 
Vol.T (1975-76) to Vol. XTTT (1988-89). 
MEEC Publications (Cyprus). 
-MEMO, Fortnightly Issues. 
Micropaedia Britannica (London). 
-Edition 15, Vol.VII, 1987. 
Middle East Economic Survey (Cyprus). 
-MEES, Weekly Reviews, Vol.XIII (1969-
70), Vol.XIV (1970-71), and from 
Vol.XIX (1975-76) to Vol. XXXIII (1989-
90) . 
Middle East Economic Di«esL (WashJ n>4t>on D.C.). 
-MEED, Special Reports on Kuwait, May 
1983 and May 1984. 
-MEED, Monthly Issues, from 
Vol.XIX(1975) to Vol.XXIV(1990). 
Middle East Research InstiLuLe, University of 
Pennsylvania (USA). 
-MKUI Hovori: Kuwait, lUHCi, 
Ministry of Finance and Industry, Department of General 
Oil Affairs (Kuwait). 
-The Oil of Kuwait: Facts and Figures, 
1964. 
Or><anlzation of Arab PcLrolcum Kxportinrt Countries 
(Kuwait). 
-OAPEC Bulletin, Monthly Issues, from 
Vol.VII(1981) to Vol.XVI(1990). 
-Secretary General's Annual Report, 
1986. 
Organization of Petroleum Exporting? Countries (Vienna, 
Austria). 
-OPEC Bulletin, Monthly Issues. 
-OPEC Annual Stati stical Bulletins, 
1985-1987. 
-OPEC Annual Reports, from 1985 to 1988. 
-OPEC Fncts and FiKurcs, 1981,82 and 
from 1984 to 1987. 
-OPEC Review, Vol.XIV, No.1, Spring 
1990. 
-The Present and J''uture Role of the 
National Oil Companies, Proceedings of 
the Semitmr. Oclohor 10-12, 1977 
(Vienna, Austria). 
-OPKC: Orr ia in I h'oso 1 u I, i oiis niui Press 
Rolcasos, 1960-1980. 
The Pennwell Publications (Tulsa, Oklahama, USA). 
-PoLochf^mi ml Worl dwi do Di ractory, 1982 
-Oil and Gas Journal, Weekly Issues, 
from Vol.78(1980) to Vol.80 (1982). , 
The Planning Hoard of Kuwail,. 
-The First Five Year Plan 1967-68/1971-
72. 
The Quality Publications (Nairobi, Kenya). 
-Kuwait Today: A Welfare State. 
Research and Statistical Department, Saudi Arabian 
Monetory Agency. 
-Annual Reports, from 1980 to 1984. 
United Nations Organization (New York). 
-Petrolrum in 1970s: Project ion of 
Demand and Supply of Crude Petroleum 
Products, Report of the Pannel of 
Rxviort,R. 
-World Economic Survey, 1987. 
OTHERS: 
-Clippin^s of Various News Papers etc. 
